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EQUAL PAY FOR EQUAL WORK 


JOHN JONES earned good wages from a firm of outfitters by 
braiding military tunics. He fell ill and was allowed by the firm 
to continue his work in his own home. He taught his wife his 
trade, and as his illness became gradually more severe she did 
more and more of the work until presently she did it all. But 
as long as he lived it was taken to the firm as his work and paid 


for accordingly. 

When, however, it became quite clear, John Jones being dead 
and buried, that it could not be his work, Mrs. John Jones was 
obliged to own that it was hers, and the price paid for it by the 
firm was immediately reduced to two-thirds of the amount paid 
when it was supposed to be her husband’s. 

Those who uphold the principle “Equal pay for equal work ” 
are fighting against this differentiation against women’s rate of 
wages. They ask why the firm was prepared to pay John Jones 
a certain sum for braiding a tunic? The reply is obvious: be- 
cause a braided tunic is worth more and sells for more than an 
unbraided tunic. The tunic when braided sells for an equal sum 
whether the braid has been sewn on by John or Jane, on the 
supposition naturally that Jane’s sewing is equal to John’s. The 
paying of Jane at a substantially lower rate than John is under- 
cutting all the men in the trade and is therefore injurious to 
their interests. It is sweating the woman worker and is there- 
fore injurious to women in general, and exercises what Miss 
Rathbone in her interesting article in the Economic JOURNAL 
for March, 1917, calls ““a downward pull” on their wages. 

Miss Rathbone calls the formula ‘equal wages for equal 
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work” vague and ill-defined. She says that in accepting it 
feminists are falling into a very palpable trap set for them by 
the men’s trade unions. With all respect I should demur to both 
these statements. By “equal wages for equal work” no one 
means that women who are less valuable as producers should be 
paid the same as men who are more valuable. In reading Miss 
Rathbone’s article I cannot help feeling that she too much disre- 
gards the tremendously depressing effect on women’s wages of the 
pre-war trade union rules, combined with social use and wont, which 
kept women out of nearly all the skilled industries. This policy 
obviously cut off a great volume of the demand for women’s labour 
which would exist if these barriers could be broken down. It 
it quite true to say that, although the doctrine of demand and 
supply has fallen of late years into unpopularity, it is neverthe- 
less a fact that if demand for a particular class of labour is either 
destroyed or very much restricted, ‘‘a downward pull” on wages 
is called into existence for the whole class. 

Let it be supposed that trade union rules, plus employers’ 
. prejudices and social custom, prevented natives of the Isle of 
Wight from being allowed to engage in skilled industry: you 
would at once call into existence a tremendously depressing effect 
upon the wages of all the islanders whether skilled or unskilled. 
The unskilled trades open to them would be overcrowded, and 
competition among the workers might well force down wages to 
less than subsistence level. It had dene so in the case of large 
masses of women before the war. In 1912, according to a table 
prepared by Mr. Sidney Webb for the Fabian Women, the average 
wages for adult manual working women was only 10s. 104d. a 
week. This, it must be remembered, was the average, but there 
were many working for less than this, and the Committee of the 
Queen’s Work for Women Fund, started at the beginning of the 
war, reported that ‘“‘many working women are normally in receipt 
of wages below subsistence level.” The evil effects of such a 
state of things can hardly be exaggerated. It means physical 
degeneracy, not for one sex only, premature old age for women, 
impossibility of organising women’s labour, the stamping out of 
any intelligent effort to acquire industrial training and a high 
degree of industrial efficiency. 

The idea formerly very widely entertained that women were 
incapable of skilled work has been shattered by experience since 
the outbreak of the war; and I venture to think Miss Rathbone 
has not given sufficient weight to this experience. She assumes 
too much that women are always industrially less advantageous 
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to their employers than men and that their lower wages to a 
large extent merely reflect this lower value. But among many 
employers who have spoken on this subject during the last three 
years I may quote Sir William Beardmore, the well-known 
engineer, and President in 1916 of the Iron and Steel Institute. 
In his presidential address he spoke of the difficulty met with 
by employers in inducing workmen to utilise to the best advantage 
improved methods of manufacture evolved by experimental 
research ; he said: “Karly in the war it was found at Parkhead 
forge that the output from the respective machines was not so 
great as what the machines were designed for, and one of the 
workers was induced to do his best to obtain the most out of a 
machine. He very greatly increased his output, notwithstanding 
his predilection for trade union restrictions. When it was found 
that the demands of the Government for a greatly accelerated 
production of shells required the employment of girls in the 
projectile factory, owing to the scarcity of skilled workers, these 
girls in all cases produced more than double that by thoroughly 
trained mechanics—members of trade unions—working the same 
machines under the same conditions. In the turning of the shell 
body the actual output by girls, with the same machines and 
working under the same conditions and for an equal number of 
hours, was quite double that by trained mechanics. In the boring 
of shells the output also was quite double, and in the curving, 
waving, and finishing of shell cases quite 120 per cent. more than 
that of experienced mechanics” (Manchester Guardian, May 
16th, 1916). 

Here, therefore, you have a case in which women’s work 
excelled men’s work in productiveness by two to one or more. 
I always take care when I am speaking to women on this subject 
to warn them not to run away with the idea that either physically 
or mentally they excel men. What these figures do show is 
some part of the extent to which the whole atmosphere in which 
industry was carried on in this country before the war led to 
the deliberate restriction of output by the male workers. 

Although Miss Rathbone complains of the expression “equal 
wages for equal work” as being vague and ill-defined, she herself 
gives an admirably clear and definite exposition of it on page 59, 
where she describes it (hypothetically, it is true, but not the less 
accurately) as a claim to secure for women a fair field of com- 
petition with men, their work being accepted or rejected on its 
merits, recognising that any permanent disadvantage that adheres 


to women workers as such should be allowed for by a pro rata 
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reduction in their standard rates. I believe nearly all feminists 
would be prepared to accept this definition. If, for instance, 
owing to a lower degree of physical strength it was found neces- 
sary to employ three women to do the work ordinarily done by 
two men, then the wages for the three women could reasonably 
be adjusted to balance this disadvantage. War experience, how- 
ever, has stiffened the conviction of many feminists that a large 
proportion of supposed feminine disadvantages exist more in 
imagination than in reality. That a woman in the textile trade 
was paid at a lower rate than a man for the same work has, for 
instance, been accounted for, time out of mind, by saying that 
a@ Woman was incapable of “tuning” or “setting” her machine. 
Very few of those who used this formula took the trouble to 
explain that women were never given the opportunity of learning 
how to tune or set a machine. It was looked upon as a law 
of nature that a man could set a machine and that a woman 
could not. 

Given a free entry into skilled industries and the opportunities of 
training, the organisation of women either in men’s trade unions 
or in trade unions of their own and political power to support their 
industrial claims, and I can see no reason why the principle of 
equal pay for equal work should not in the course of a few years 
find an almost universal acceptance. I have endeavoured to 
show that such differences as exist between Miss Rathbone and 
myself upon this principle are very much a question of words 
and not of facts. I do not claim in all cases identical wages for 
men and women. If the men are worth more let them receive 
more, or if the women are worth more (as they were in the Park- 
head forge) let them receive more. The one chance of women 
being received into industry by the men already employed as 
comrades and fellow-workers, not as enemies and blacklegs, is 
in their standing for the principle, equal pay for equal work, or, 
as it is sometimes expressed, equal pay for equal results. 

Some illustration of what organisation and co-operation can 
do in raising the wages of sweated women may be gathered from 
Miss Marie Harrison’s recently published book, The Dawn in 
Ireland, where she shows, on pages 9 and 19, how the sweated 
knitters of Donegal, who formerly only received from the gom- 
been-men who controlled the whole industry 1s. 4d. a dozen for 
knitting socks and 1d. a pair for knitting gloves—a wage which 
was not paid in cash, but had to be taken out in goods in the 
gombeen-man’s shop—are now through the aid of co-operation and 
organisation earning wages which average over £1 a week, and 
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in the case of exceptionally good workers go up to £1 10s., £2, 
or even £2 10s. 

No one knows what women or anyone else can do until they 
have had an opportunity of learning how and trying. War ex- 
perience has proved this ; and I am convinced that the best chance 
of women preserving, after peace returns, the industrial freedom 
which the war has brought them lies in the earnestness and sin- 
cerity with which industrial women maintain the principle “equal 
pay for equal work.’’ 

An inquiry into Miss Rathbone’s poser, ‘“‘ Why is a butler paid 
more than a parlourmaid even by feminists?” would be a very 
interesting excursion into economics and social fashion. I suggest 
that over and above the very restricted area of employment other 
than domestic service open to the parlourmaid, in distinction to 
that open to the butler, there is another reason in the undoubted 
fact that it is more chic, more fashionable, to have a butler than 
a parlourmaid, and people are willing to pay in hard cash and 
even in actual discomfort for this emblem of aristocracy and 
wealth. For the same reason they are willing to pay more for a 
‘ 6-ft. footman than for a footman who is only 5 ft. 3 in., who may 
be not only as efficient, but more efficient than his big brother. 
There is one trade in which women receive higher wages than 
men for the same work. I am not going to reveal what it is ; but 
I will say that I believe the employment of women in it is a 
fashion and denotes a superior social status on the part of the 
employer, for which they are willing to make a considerable 
payment. 

As Miss Rathbone points out (page 64), the potentialities of 
women’s labour are much better understood now by employers 
than they were before the war, and the desire of women to retain 
the industrial liberty they have gained since 1914 is certain to 
receive important support from this source, and the general public 
would undoubtedly resent the attempt to push women back into 
the industrial serfdom of the past. 

The advocates of the principle of equal pay for equal work 
have an encouraging precedent in the successful stand which 
women doctors have made from the outset that they would not 
undersell the men in the profession. Whether as physicians or 
surgeons they have been quite determined on this point. Medical 
women working for the War Office since 1914 did not secure this 
position without a struggle, but I understand that the controversy 
is now settled in a satisfactory manner. The women controllers, 
for instance, in the W.A.A.C. receive payment corresponding to 
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that of a Colonel in the R.A.M.C., while other medical women 
doing full-time service are being paid £1 4s. a day with allowance 
for rations and uniform. 

This is as it should be, and I have not heard either from the 
representatives of the women doctors or of the War Office that 
either of them found the claim of equal pay for equal work “vague 


or ill-defined.” 
MILLICENT G. FAWCETT 














THE WOOL TRADE IN WAR TIME 


SELF-DEPRECIATION is a recognised and cherished characteristic 
of the British nation and one which has undoubtedly assisted in 
building up the British character as we know it. But there are 
limits to its usefulness, for it tends to make us overlook some of 
our most valuable resources. Had we been more disposed to 
vaunt our assets, we might have started at a much earlier period 
forging a weapon, the use of which has been forced upon us by 
circumstances rather than adopted by choice, but which we are 
gradually realising will be, if not the one decisive factor, at any 
rate one of the decisive factors, in determining the issue of the 
war. For the economic weapon—the control exercised over the 
best markets of the world, and, what matters still more, over 
the main sources of raw materials—is more powerful and far- 
reaching in its effects than it is easy to grasp. Slowly but surely 
this weapon is being hammered into serviceable form; our plans 
are being thought out and put into operation, our resources 
examined and enumerated, our industries organised and directed. 
This is an even wider and harder task than the production of an 
adequate supply of munitions, for it involves every important 
trade in this country, and in addition our commercial 
relations with the whole of the world. Yet, under the pressure 
of circumstances, it has been undertaken and is proceeding to an 
extent hardly yet known to the general public. Sporadically, 
indeed, and not apparently in pursuance of any systematic plan, 
one trade, or branch of a trade, after another is being brought 
into line, now by this department and now by that one, as the 
urgency of the moment demands, until scarcely an industrial 
concern is left which has not felt what is sometimes described 
as the numbing influence of Government control, but what is 
really the bracing effect of considering each firm, each branch of 
a trade, each industry, not as an end in itself, but as part of a 
greater whole existing in order to render service to the com- 
munity. 

This change in outlook and organisation, which amounts in 
fact to a second industrial revolution, has taken place quietly 
and unobtrusively, except perhaps in the case of the munition 
industries ; and the methods adopted, the results achieved, and 
the experience gained, are hardly known beyond the industries 
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concerned ; yet they are of very great importance, not only to 
the industrial historian, but to the practical administrator 
attempting to solve similar problems in other trades. It is there- 
fore proposed to describe briefly, for the enlightenment of all 
whom it may concern, the developments which conditions of war 
have brought -about in one of the oldest and most famous of our 
industries, namely, that engaged in producing textile materials 
and knitted goods made wholly or partly of wool. 

In order to appreciate the changes which have taken place, 
it will be useful briefly to describe the main facts about the 
industry. The many centuries during which woollen cloth has 
been woven in England have afforded opportunity for the develop- 
ment within the industry of an endless variety of organisation, 
brought about largely by the many different types of raw material 
used, and in consequence by the diversity and complexity of the 
processes for working them up. There are, to begin with, the 
two main branches of woollen and worsted manufacture, repre- 
senting a difference in the treatment of the raw material from 
the initial stages and usually organised in a different way. As 
a rule the woollen manufacturer who cards the wool buys the 
raw material and sells the finished cloth, performing all the 
operations in his own mill, while worsted manufacture, in which 
wool is combed, is carried out in a large number of mills, each 
specialising in one particular process, though there are, of course, 
numerous exceptions in both branches. 

Then, again, there is the extraordinary variety of material ; 
nearly all countries contain sheep, and the wool of each possesses 
distinguishing characteristics, while, as an example of the diver- 
sity of wools grown in one country, it may be mentioned that, 
for the purposes of valuing the wool grown in the continent of 
Australia, it was necessary to draw up a price list containing 
848 separate classes. In addition to working up wool, this trade 
also works up camel hair, goat hair, mohair, cashmere, alpaca, 
human hair, and other animal fibres of a similar nature, while the 
spun yarn is frequently mixed with cotton or silk before weaving 
or knitting. 

Another complication is introduced by the fact that each 
branch of the trade has its own method of financing the manu- 
facturer, and that here again there are always exceptions. The 
woollen manufacturer, the worsted spinner, and the worsted 
weaver usually own the material which they work up; the 
comber and the dyer do not. Raw wool, tops and yarns are 
usually paid for in cash after fourteen days, while the trade terms 
for cloth allow of three or six months’ credit. 
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The main seat of the wool industry is in that small part of 
the West Riding of Yorkshire lying between the valleys of the 
Aire and of the Calder with its tributary the Colne, though there 
are firms, or groups of firms, usually specialising on some par- 
ticular class of product, in several other parts of the United 
Kingdom. The flannel industry extends over the Pennines down 
to Rochdale and Oldham in Lancashire. The old-established 
and famous West of England cloth is made in scattered factories 
throughout Somerset and Gloucester, the largest number being 
perhaps found in and around Stroud, while the industry extends 
into Devon and Cornwall in the west, and into Wiltshire and 
Oxfordshire, famous for blankets, in the east. The carpet in- 
dustry, which is the section of the trade requiring the most skill, 
brains, and artistic sense, is also mainly situated in this part of 
England, round Kidderminster; the other carpet mills being in 
Scotland and in the north of Ireland. There are a considerable 
number of woollen manufacturers and a few worsted spinners in 
Scotland, the most marked concentration being found in the 
border districts of Berwick, Selkirk, Roxburgh, and Dum- 
fries, where there is also a considerable hosiery industry. 
Scattered over Wales are a large number of small flannel mills, 
many without any mechanical power and employing only a hand- 
ful of workers. The hosiery industry is concentrated largely 
in the Midlands, though over a larger area than the West Riding 
cloth industry, since it stretches from Derby and Nottingham 
to Leicester and Wigston. A general idea of the distribution of 
the industry may be seen from the following table showing the 
approximate percentage of workers, firms, and machinery in 
each area :— 


Percentage Proportion of Labour, Firms and Machinery in 
Wool Textile Trade (Dyeing and Finishing not included). 


(The figures relate to August 30th, 1917, and are approximate 





only). 
= Workers Woollen Worsted 
District. employed. Firms. Spindles. Spindles. Looms. 

Yorkshire Ss cs. 72-1 65:8 92-3 73 

Lancashire wes ere 4:6 4:3 9-3 0-1 6-8 
Midlands ees Ne 2-5 1-6 1-2 3-4 0-6 
West of England 2-6 1-8 5:3 0-7 2-4 
England Total oo. 832 79-8 81-6 96-5 82-8 
Wales ... 0-5 3:7 1-4 — 0-9 
Scotland 9-3 11-5 14-4 2°7 9-6 
Treland ... ae _ 1-5 3-0 2-1 — 1-1 
Carpet Trade ... ne 5:5 2-0 0-5 0-8 5-6 
Total United Kingdom 100 100 100 100 100 
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It is difficult to say with any exactness how many persons 
are employed in the wool-using trades in the United Kingdom ; 
there are probably about 400,000 employed in manufacture alone, 
to which must be added an unknown but considerable number 
of persons engaged in the collection, handling, and distribution 
of raw wool and of the semi-manufactured and manufactured 
products, including shepherds, transport workers, and shop 
assistants, as well as merchants, clerks, and agents of all kinds. 
The latest published detailed statistics about the persons employed 
in the trade are contained in the Census of Occupation of 1911, of 
which the volume for England and Wales is the only one issued at 
present. The information which follows, therefore, relates en- 
tirely to those countries, but later information affords reason for 
supposing that the proportions in Scotland are not very different, 
while the numbers in Ireland are small enough to be negligible. 
It must, however, be noted that there is no separate information 
available with regard to persons engaged in the dyeing and 
finishing of wool as distinct from cotton and other textiles, 
largely owing to the fact that many firms are engaged in dyeing 
both cotton and woollen goods; as the work in this trade is 
heavy a large proportion of adult men is employed, and their 
addition must tend somewhat to alter the proportion of adults 
and juveniles and of men and women. Of the 350,000 persons 
employed in the wool-using trades in England and Wales, three- 
quarters are in the woollen and worsted trades proper and about 
four-fifths of the remainder are in the hosiery trade. Dividing 
up the woollen and worsted trades again into their main processes, 
we find that weaving and its subsidiary processes occupy nearly 
one-half of all the workers and more than half of the women and 
girls ; about one-third of all the workers and the same proportion 
of the women and girls are engaged in spinning and kindred 
occupations; the remainder are to be found in wool-sorting, 
carding and combing, and other subsidiary processes. Taken as 
a whole the wool-using trades must be considered largely a 
woman’s trade, since 60 per cent. of the total number occupied 
in it are women, as compared with 30 per cent. of the total 
occupied population. The proportions vary, however, enormously 
in the different sections, from 73°5 per cent. in weaving and in 
the hosiery trade as a whole, and 64 per cent. in spinning, to 
34 per cent. in carding and combing, and only 4 per cent. in 
wool-sorting. The nature of the work, which renders possible 
the employment of so large a number of women, is also favourable 
to the employment of young persons, and consequently we find 
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that ten years ago more than one-fifth of all the workers were 
under 18 and that the proportion has increased, especially since 
the war. Sixty per cent. of the juvenile workers are employed 
in spinning where nearly half the workers are under 18. Al- 
though the half-time system does not prevail in Yorkshire as in 
Lancashire, many children enter the mills at 13; Bradford, how- 
ever, in spite of the large number of worsted spinning mills 
which depend largely on juvenile labour has insisted on children 
remaining in school up to the age of 14, a provision which has 
however been relaxed during the war owing to the shortage of 
juvenile labour. 

Some associations both of employers and workers existed before 
the war, but they could not be compared either in size or strength 
to those in the sister industry of cotton. The variety of organisa- 
tion already described led naturally to a sectionalism which 
magnified the opposing interests near at hand and failed to recog- 
nise the common interests which lay below the surface. Thus 
one of the most marked features of the Wool Textile Trade was 
the suspicion and even the hostility, with which the different 
sections regarded each other, and consequently employers and 
workers alike were, and still are, to be found in a large number 
of independent societies, while many prefer to remain outside 
any form of organisation at all. For example, to an “ Agreement 
made the 4th day of February, 1916, between the representatives 
of employers and workpeople engaged in the Worsted and 
Woollen Industries of the West Riding of Yorkshire for the 
purpose of dealing with the exceptional conditions arising out of 
the war,’’ the signatures of 13 employers’ and 18 workpeoples’ 
representatives are attached; at a meeting held with Trade 
Unionists in October, 1916, 41 organisations in the West Riding 
were represented ; an agreement relating to dyeing and finishing 
only was made in April, 1914, between four employers’ associa- 
tions and three trade unions, while a considerable number of 
dyers belonged to a fourth union which was not included. 

In order fully to understand the measures taken to meet the 
war situation, it is necessary to realise also the position with 
regard to the raw material of the trade. The annual consump- 
tion in the United Kingdom of raw sheep’s wool alone amounted 
to about 550 million pounds weight on an average in the five 
years preceding the war, to which there must be added about 
75 million pounds weight of mohair, alpaca, etc., and of wool 
from imported sheep skins, and an estimated weight of 225 
million pounds of woollen rags, shoddy, etc., in order to give an 
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idea. of the total weight of raw material used. About 530 million 
pounds weight of wool and 120 million pounds weight of shoddy 
and rags are imported, while 90 million pounds weight of wool and 
the remainder of the shoddy and rags are home produced. Thus the 
industry is dependent on overseas supplies for more than three- 
quarters of its raw material; of this again, about one-half comes 
from the Antipodes, and the remainder chiefly from countries 
as far distant as South Africa, India, the River Plate, Chile and 
the Falkland Islands. It must also be noted in this connection 
that the British Empire produced before the war about 40 per 
cent. of the wool of the world, and normally requires less than half 
of this quantity for its own use. 

Thus we see the Wool-using Industry before the war, a highly 
intricate organism deriving its infinite variety of supplies from 
the furthest corner of the world, working them up in an infinite 
variety of ways, into an infinite variety of finished products, of 
which one-half are sent out again to be worn in every country 
of the world. In order to achieve this result there are at work 
shepherds and shearers, carmen, dockers, sailors and every other 
kind of transport worker, combers, spinners, weavers, knitters, 
dyers and all other workers engaged in the process of manufac- 
ture, warehousemen, clerks, cashiers and shop assistants; while 
everywhere and at every stage there are merchants, agents, 
and brokers of every kind, usually assisting but sometimes also 
clogging the working of this huge and complicated machine. It 
is small wonder that in the past the separate parts of this 
organisation have failed to realise their unity, and that their con- 
flicting interests have loomed far larger and absorbed far more 
energy than their common ones. A reduced clip and the result- 
ing increase in the value of wool represents sheer loss to the 
grower whose flocks have died, sheer gain to the merchant whose 
warehouses now contain more wealth, and between these two 
extremes the laws of cause and effect, of supply and demand, 
apportion profit or loss to everyone engaged in the trade according 
to his own individual circumstances. What is meat for one 
merchant or manufacturer may be poison for his competitor, and 
the different sections of the trade seem to thrive at each other’s 
expense. The weather in Australia, a presidential election in 
the United States, or even in the Argentine, a change in freights 
or in the rate of exchange, in fact, whatever happens in the world, 
is reflected in some way or other in the wool trade, and may make 
or mar the individuals engaged in it. 

Now, what has been the effect of the war conditions on this 
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fascinating trade? It was at once obvious that the effect would 
be far-reaching and unprecedented, but it was some time before 
the main tendencies disentangled themselves from the mass of 
attendant circumstances. By now, however, it is possible to 
discern the direction of the chief currents which are setting in 
this as in other industries, and the fresh developments which 
will occur are not likely to alter the fundamental lines which 
have been already laid down. In every trade the stern logic of 
events has forced two fundamental facts upon the attention of 
even the most self-absorbed or dull-minded member of it; first, 
that his trade is one organisation whose many members are inter- 
dependent and cannot fight each other without injury to every one 
of them, and, second, that even his trade as a whole is not an 
end in itself, but exists in order to perform an essential service 
to the community. In the wool trade this new point of view 
has been driven home by the fact that the fortunes of the trade, 
instead of being directed by thousands of firms, each pursuing 
whatever course seemed best in its own interest, are now con- 
trolled by one Government Department, deciding each question 
with reference to the common interest. In what follows an 
attempt will be made to describe by what process this has been 
brought about. 

When the thunderbolt of war fell out of a blue sky on to the 
wool trade at the opening of the 1914-15 season, its first effect 
was a sudden drop in all prices; for it seemed as though there 
must be a glut of wool, when neither German, Belgian, nor 
Northern French merchants and manufacturers could assist as 
usual in “lifting” the clip; but the more far-seeing members -of 
the trade soon realised that soldiers require far more wool than 
civilians—some say four times as much—while, even before the 
war, a stimulating competition from the United States had been 
felt, as a result of the tariff revision which came into force in 
December, 1913 and placed raw wool upon the free list. A 
serious drought in Australia, resulting in the loss of one-fifth 
of the flocks, had a marked effect on the amount of wool produced 
in the world, and reduced the supply just when the demand was 
beginning to increase on a large scale. Consequently, from the 
early months of 1915 onwards wool prices began that startling 
climb which they have pursued almost without interruption ever 
since. 

Meanwhile there was great activity in the West Riding and 
other woollen manufacturing districts. Clothing had to be pro- 
vided not only for Kitchener’s army, but for a large part of the 
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French forces as well, since almost the whole French wool 
manufacturing districts in the North-east of France were overrun 
by the enemy. We sent to France in 1915 eight times the quan- 
tity of woollen and worsted tissues normally sent there before 
the war, while our own army orders for clothing were between 
thirty and fifty times their pre-war size. There was a con- 
siderable demand, too, from that portion of the civilian popula- 
tion which was making war profits or earning a war bonus, and 
from other countries which could no longer obtain woollen goods 
from Germany and Austria. Consequently, the amount of raw 
wool retained in England during 1915 was two-thirds higher than 
the normal consumption; this huge quantity of wool was only 
available owing to the possibility of diverting to the United 
Kingdom the supplies usually sold to the Continent. It was 
indeed a golden time for the West Riding. 

This trade boom, which was accentuated by a growing short- 
age of labour and by the rising prices of raw materials, began 
to make it difficult for the British and Allied Governments to 
satisfy their needs; for in order to induce sufficient manufac- 
turers to accept contracts, they had to compete with the higher 
prices which the civilian trade was ready to pay. ‘Thus patriotic 
firms, already on the contracts list, were willing to do the work 
at pre-war rates of profit, but they found it difficult to prevent 
their workpeople from going to more remunerative employment ; 
other firms who were inexperienced in making this class of goods 
had a higher cost of production, and therefore appeared entitled 
to better prices, while the more unscrupulous ones either exacted 
war profits or devoted themselves entirely to the highly-remunera- 
tive civilian production. The old method of tendering was, in 
fact, out of date, since its advantages disappeared when the orders 
to be placed were larger than the tenders offered and competition 
among manufacturers had ceased to exist. 

In order therefore to obtain sufficient supplies and to distri- 
bute both the burdens and the profits more equally, powers were 
obtained by the War Office to requisition the whole or any part 
of the output of a firm, and by this means to lay under equal 
contribution all firms able to supply Government needs. These 
powers were first used mainly in the hosiery trade, in which 
the supply question has always been acute owing to the specialisa- 
tion of machinery and the unusually heavy type of garment 
required for army purposes. 

The method of requisitioning, however, raises as many prob- 
lems as it solves, and the Contracts Department was immediately 














#* 


1918] THE WOOL TRADE IN WAR TIME 15 


faced with the question of the price to be paid for the requisi- 
tioned goods. It was decided to adopt the principle, obviously 
fair and simple in theory, though very complex in its application, 
that the manufacturer should receive as the price of his goods 
the amount of his actual outlay together with a reasonable rate 
of profit based on pre-war standards. This principle is such an 
important one owing to the developments which it renders 
possible, that the form in which it is now enshrined in the 
Defence of the Realm Regulations deserves quotation in full :— 

Regulation 2B. It shall be lawful for the Admiralty or Army Council, 
or the Minister of Munitions, to take possession of any war material, food, 
forage, and stores of any description, and of any articles required for or in 
connection with the production thereof. 

Where any goods, possession of which has been so taken, are required by 
the Admiralty or Army Council or the Minister of Munitions, the price to 
be paid in respect thereof shall, in default of agreement, be determined by 
the tribunal by which claims for compensation under these regulations are, 
in the absence of any express provision to the contrary, determined. 

In determining such price regard need not be had to the 
market price, but shall be had :— 

(a) If the goods are acquired from the grower or producer thereof, to 
the cost of production and to the rate of profit usually earned by him in 
respect of similar goods before the war, and to whether such rate of profit 
was unreasonable or excessive, and to any other circumstances of the case. 

(b) If the goods are acquired from any person other than the grower or 
producer thereof, to the price paid by such person for the goods, and to 
whether such price was unreasonable or excessive, and to the rate of profit 
usually earned in respect of the sale of similar goods before the war, and 
to whether such rate or profit was unreasonable or excessive, and to any 
other circumstances of the case; so, however, that if the person from whom 
the goods are acquired himself acquired the goods otherwise than in the 
usual course of his business, no allowance, or an allowance at a reduced rate, 
on account of profit shall be made : 

Provided that where by these regulations or any order made thereunder 
the sale of the goods at a price above any price fixed thereunder is prohibited, 
the price assessed under this regulation shall not exceed the price so fixed. 

When applied to the wool textile trade this means that for 
each process and quality there has to be fixed a “conversion cost,” 
ascertained in the first instance by an examination of the books 
of typical firms by expert accountants, and varied, if necessary, 
to meet the case of similar qualities and processes. But as soon 
as steps were taken to put this system into operation the absence 
of any firm basis on which to build up the conversion costs was 
found to be a serious difficulty. In the case of hosiery yarn, 
which was the first article to be dealt with in a comprehensive 
manner, it was agreed between the Department and the hosiery 
manufacturers to add a flat rate to the price of the combed wool 
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(tops) from which it was made in order to cover the cost of the 
spinning and the subsidiary processes; the different qualities of 
tops were divided into six price groups and the flat rate was 
slightly increased with the increasing price of tops. In this way 
the price paid for the finished article depended directly on the price 
of tops. Now, for practical purposes, it was obviously necessary 
in a changing market to take as the price of tops the fair price 
of the day on which the hosiery manufacturer placed his order 
with the spinner ; but, since prices were always rising and never 
falling, the necessity of taking the market price of the day always 
resulted in giving the manufacturer an opportunity for making a 
further profit, by using tops purchased before that date. It was 
quite clear that the costing system could never be completely 
satisfactory until it could be built up on a fixed price for the 
raw material. 

This need for controlling the raw material was further 
emphasised by the growing shortage of raw material already 
mentioned. In fact, difficulties had already arisen in obtaining 
sufficient supplies of the qualities of wool particularly needed for 
army requirements. especially colonial cross-bred and British 
wools. It was therefore decided in June, 1916, to purchase the 
whole of the British clip which was then beginning to be shorn. 
The price basis at which the wool was bought was fixed, after 
negotiations with the farmers, at 35 per cent. above the level 
of prices in July, 1914, equivalent to about a 60 per cent. increase 
on the decade before the war, but which resulted in most cases in 
a rather lower value than the farmers would probably have 
obtained had there been a free market. The wool was distributed 
direct to spinners and manufacturers to use for Government 
requirements, so far as it was suitable, at fixed rates based on the 
price paid for the wool; the remainder was sold for civilian use 
at a somewhat higher price level. 

The purchase of the British clip was successful in achieving 
the two objects in view, namely, the safeguarding of supplies 
and the establishment of a firm price basis, so far as was possible 
in view of the size of the clip, which, however, provided less than 
‘half the Government requirements. In order completely to 
attain these objects, it was obviously necessary for the Govern- 
ment to own all essential supplies, and with this end in view a 
proposal was made to the Governments of Australia and New 
Zealand in the autumn of 1916 to purchase the cross-bred clips 
of the 1916-17 season. Owing, however, to the difficulty of dis- 
crimination in Australia between the growers of cross-bred and 
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merino wool, a counter-proposal was made by the Colonial 
Governments that the Imperial Government should purchase the 
whole of the Australasian clips which had not at that time (i.e., 
November, 1916) passed the hammer at public auction. The 
Imperial Government agreed to purchase the wool at a price 
level 55 per cent. above that ruling in the season before the war 
through the agency of the Golonial Governments, who undertook 
the whole work of collection and valuation, etc. It was agreed 
that the wool should be paid for on appraisement and should be 
kept in the Colonies to be shipped under arrangements made by 
the Admiralty. Any profits which might be made on the sale 
of the wool not required for Government purposes was to be 
shared with the Colonial Governments. In order to complete its 
control over the stocks of cross-bred and merino wool in the 
United Kingdom the War Office took possession, during the 
spring of 1917, of all stocks of such wool and of all cross-bred 
tops except those which were already “held by users for the 
purpose of manufacture by the holder.” As a result of these 
measures the proportion of Government-owned cross-bred and 
* merino wool in the United Kingdom 1ose from 22 per cent. on 
December 31st, 1916, and 29 per cent. on March 31st, 1917, to 
60 per cent. on June 30th, 1917, and to 80 per cent. on December 
31st, 1917. 

The great need for army blankets was causing an exceptional 
demand for East Indian wool, particularly for the coloured sorts 
which had to be used in all cases where the specifications did not 
permit the wool to be dyed. The prices of these coarser wools 
rose by 100 per cent. to 250 per cent., and it became essential to 
control their distribution so as to secure the necessary supplies 
for army contracts. Accordingly, a scheme was prepared by a 
joint committee, on which the East Indian Wool Importers’ 
Association, the Liverpool Wool Brokers’ Association, and the 
Northern Wool Buyers’ Association were represented, to take over 
the distribution of East Indian wool on its arrival in this country 
and to distribute it to approved users on a fixed price basis; a 
member of the trade was appointed as East Indian Wool Distri- 
bution Officer to supervise its operation. At the same time the 
Indian Government undertook to stimulate the collection of wool 
in India and to arrange for the whole quantity to be shipped to 
the United Kingdom. It is a point of contrast between this 
scheme and that dealing with British and Colonial wool that the 
East Indian wool is at no stage in the actual possession of the 
Government. 
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In the autumn of 1916 it became necessary to devote special 
attention to the question of the labour supply. Recruiting had 
been heavy, and, moreover, fell unevenly on different sections of 
the trade owing to the fact that the proportion of men of military 
age to the total number of persons in the industry varied con- 
siderably in the- different processes, and consequently the finely- 
adjusted balance of the trade became upset. In wool-sorting, 
carding and combing, and mule-spinning, in which men are 
largely employed, the proportion of men of military age was 
about three times as high as in spinning and weaving, where 
women and juveniles preponderate. If we consider the trade as 
a whole and compare the net loss of enlistment in this trade 
with that in all industry, we find that the proportion is about 
half as high as the average. In spite, howeyer, of this com- 
paratively low percentage of enlistment, men had become very 
scarce, particularly in some of the skilled processes, and in order 
to keep pace with the military orders it was necessary to employ 
women on some classes of work which had hitherto been reserved 
for men. Already in February, 1916, an agreement to facilitate 
dilution and to prevent the exploitation of cheap female labour, 
on similar lines to the munition agreement, was concluded 
between the most important manufacturing employers’ associa- 
tions and trade unions, and later also in the dyeing section of 
the trade, and most of the pivotal occupations were placed upon 
the Reserved Occupations Lists. At the same time neighbouring 
munition works exerted a powerful attraction on the engineers in 
the trade and also on many of the other workers, whose normally 
low wages compared very unfavourably with the far higher 
standard of pay in the engineering trades. The trade was 
certainly by this time depleted of many essential men, whose 
loss hampered production, and was in general short of suitable 
labour, while within the trade itself the higher wages which 
firms on civilian work were able to offer were a constant factor 
in reducing still further the workers in the employment of 
Government contractors. If the delivery of army goods 
was not to suffer through shortage of labour, it was necessary 
to review the whole position from the different and some- 
times conflicting points of view of the contracts and the 
recruiting departments of the War Office itself, of the 
employers and of the trade unions concerned; for all were 
interested parties and all possessed special and peculiar know- 
ledge, without which it was impossible to form a right judgment 
either on general questions or on individual cases. In order, 
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therefore, to ensure complete co-operation between all the 
interests, joint industrial advisory committees on man-power and 
production, consisting of representatives of the recruiting and the 
contracts departments, of the employers and the trade unions, 
were set up in the woollen and worsted trades of the West Riding, 
in the flannel trade, the Midlands hosiery trade, and the Scottish 
woollen and hosiery trade. These committees, after reviewing 
the whole position in the light of the need both for men and 
for production, laid down certain principles of action, and advised 
the military representatives of the tribunals, or the tribunals 
themselves, with regard to the applications for exemption for 
individual men in accordance with these general principles and 
with their special knowledge of the particular circumstances. 
These committees, whose influence is based entirely on the good- 
will and co-operation of all parties, have been most successful, 
and may be considered to have paved the way for the co-opera- 
tion on a larger scale between the State, the employers, and 
the employed. 

The problem of securing that all firms able to undertake 
’ Government orders should take their fair share of the work on 
the costings basis was also solved by voluntary agreement. It 
has already been mentioned that those firms who were used to 
making army clothes had a considerably lower cost of production 
than those who were new to the work; further, some-districts 
accustomed to the manufacture of similar cloth were able to 
produce more cheaply than others, whose machines could indeed 
make the goods required, but who were accustomed to a different 
standard of work. In other words, the actual ‘conversion cost,” 
as ascertained in the approved manner by accountants, varied 
considerably from firm to firm and from district to district. It 
was obvious that when once the demand for army goods began 
to slacken, the need for economy would be a strong incentive to 
the Government to terminate first those contracts based on a 
high conversion cost. This fear created a reluctance to accept 
army contracts, both on the part of firms who could only make 
the goods after re-arranging their mill with a resulting high con- 
version cost and who wished to be sure of a prolonged run of 
contracts to compensate for the changes made, and also on the 
part of those who were able to produce the goods cheaply, but 
wished to be released from army orders as soon as possible in 
order to resume their normal trade. To meet these difficulties 
firms were grouped in districts corresponding roughly to the pre- 
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each district were agreed upon with representatives of the local 
manufacturers, and an undertaking was given that when the time 
arrived to reduce or terminate Government contracts the change 
should operate over all districts in proportion to the contracts 
which they held. 

The intimate local knowledge of the group representatives 
was also extremely valuable in advising the department with 
regard to their area as to the best means of obtaining the highest 
and most economical production and of distributing to the best 
advantage the Government contracts assigned to them by the 
Central (Allocation of Contracts) Advisory Committee, which is 
composed of the chairmen of the local groups. In the event of 
a temporary breakdown in the deliveries of one member of a 
group, owing to a fire or some other cause, the other members 
are expected to do their best to make up the deficiency. As a 
result of the willing and invaluable assistance obtained from 
manufacturers by means of this system, it has been possible to 
place Government contracts over a much larger area than before 
and to secure the very large output which is now required. 

Efforts were also made to stimulate production for the export 
trade, the value of which constitutes as much as 11 per cent. 
of the total value of our manufactured exports, and which was 
therefore of great importance in maintaining the rate of exchange, 
particularly with the United States. An export priority scheme 
was devised, by means of which woollen goods destined for export 
were to receive from manufacturers a priority second only to 
that of Government contracts. However, before the scheme 
was able to come into effective operation, two events occurred 
which changed the whole situation. The declaration of un- 
restricted submarine warfare made it imperative to husband with 
the greatest care a raw material which is not only essential for 
carrying on the war, but is bulky and produced mainly on the 
opposite side of the globe, while the resulting entry into the war 
of the United States caused the urgency of the export problem 
largely to disappear. In consequence, the export priority scheme 
and the machinery set up to carry it into effect became trans- 
formed into a rationing scheme, with the object of restricting 
the consumption of wool to a safe quantity and of distributing 
the available supplies in a fair and judicious manner. 

The advice and co-operation of the trade was obtained first 
by means of committees selected from an advisory panel, and 
later through the Central Wool Advisory Committee, which con- 
tained representatives of all sections of the trade, from the wool 
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merchants who import the raw material to the woollen merchants 
who export the finished cloth, and included all branches of wool- 
using manufacture. 

After full discussion in the light of all available information, 
it was decided to effect a reduction in the wool used by two 
methods concurrently, namely, a reduction in the hours worked 
and a restriction in the amount of wool or tops allowed to be 
taken into consumption. By an Army Council Order issued on 
May 24th, 1917, working hours in weaving and worsted spinning 
were reduced from the beginning of June to forty-five hours per 
week in place of the normal fifty-five and a half hours, or toa lower 
figure in cases where less than the rormal hours had been worked 
on the average during March, 1917, and a proportionate reduction 
of hours was arranged for woollen spinning ; later, after a census 
of wool stocks had been taken, the working week was altered 
from September 1st to fifty hours or the equivalent in all sec- 
tions of the industry. There were several reasons for adopting 
the plan of short time in preference to the alternative method of 
- stopping altogether an equivalent proportion of machinery, as 
in the cotton trade. It was in accordance with the usual prac- 
tice of the trade; it effected an economy in running expenses, 
such as heating and lighting ; it prevented any disturbance in the 
balance of machinery in the mill, and, most cogent of all, it 
avoided labour difficulties, for a substantial increase of wages’ 
happened to coincide in time with the shortening of the hours, 
thus obviating a diminution of the actual money earned. The 
closing down of machinery would necessarily cause the unemploy- 
ment of a considerable number of operatives, mainly women and 
young persons, for whom there was not sufficient work in the 
districts where they lived; while comparatively few men would 
be released, since most of them were employed in positions of 
responsibility from which they could not be spared so long as the 
mill was running at all. At the same time there are several 
obvious reasons against this method. The idleness of some of 
the machinery would undoubtedly set free additional men, such as 
mule-spinners, for the army; further, it would enable the labour 
which was rendered superfluous to be absorbed into other essen- 
tial work and would thus prevent the enormous waste of labour 
power involved in the loss of ten working hours weekly by about 
300,000 persons. This time, which is roughly equivalent to the 
normal working hours of 54,000 persons each week, cannot be 
considered an unimportant consideration at a time when all 
resources must be husbanded to the utmost and when man-power 
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is one of the decisive factors in the struggle. A further objection 
to the reduction of working hours as a means of economising wool- 
consumption is to be found in the fact that in many processes 
a diminution in the number of hours worked by no means results 
in a corresponding diminution of output; this is particularly 
noticeable in the case of piece-workers, who wish to maintain 
their earnings and are able to work during the shorter period at 
somewhat higher pressure. Little information showing to what 
extent output is affected by short time has been collected, 
although many firms have gained very interesting experiences 
bearing on this question which will no doubt bear fruit in a more 
economical organisation of their work. One result of the 
shortening of hours was at once felt by the Contracts Department 
itself in the difficulty of maintaining the full quantity of cloth 
due for delivery each week. The spreading of contracts had 
already made unnecessary much of the overtime by means of 
which alone adequate supplies were produced in the early days, 
but it could not be carried much further, and in the case of some 
articles, such as blankets, ail the machinery which could be used 
for Government work was already fully employed; in conse- 
quence a reduction of hours could only result in these cases in a 
dangerous reduction of output. It was therefore necessary in 
particular instances to grant permits to exceed the reduced hours, 
with the result that complete equality of treatment between 
firm and firm could not be maintained. j 

In hosiery manufacture a different principle was adopted, and 
the consumption of yarn for purposes other than Government 
contracts was reduced to a quantity 70 per cent. or less of the 
average consumption for civil purposes during January, February, 
and March, 1917. 

The other method of reducing wool consumption adopted 
concurrently with the shortening of hours was more complicated 
in operation, but if satisfactorily carried out, more successful in 
its results. After careful consideration of available stocks, past 
consumption, future Government requirements, and expected 
supplies, the quantity of clean scoured wool which might be 
consumed by each firm for civilian purposes during the rationing 
period was determined. Committees possessing the confidence of 
the trade were established in each area as District Rationing Com- 
mittees and sent representatives to a Joint Rationing Committee 
whose task it was to distribute the total quantity available for civil 
consumption equitably between the districts. All firms wishing 
to consume wool or tops during the period had to apply to their 
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District Committee for a rationing certificate and to give par- 
ticulars of their requirements of wool and tops, their stocks, their 
running machinery, their consumption in 1916, and their Govern- 
ment contracts, as required by the application form. All appli- 
cations were carefully scrutinised by a committee of experts in 
the light of all the information available, and in each case a 
“permissible” amount was fixed in accordance with a definite 
formula. The sum of these “permissible” amounts was com- 
pared with the total available for civil consumption in the area, 
and a “dividend ” was declared by a simple sum in division. The 
“dividend” was then calculated for each firm on the basis of 
its “permissible” amount, and no firm was allowed to put into 
work during the rationing period more wool or tops than the 
quantity stated on its rationing certificate. The amount of yarn 
which it was calculated would be spun from the ration of wool 
and tops was distributed among manufacturers by a similar 
method and on the same principle. It must be noted that this 
ration must not be exceeded, even if the firm possesses, and has 
on its premises, stocks exceeding its allowance. On the other 
hand a firm may purchase supplies for the whole or any part 
of its ration if its own stocks are insufficient or unsuitable in 
quality. Obviously the weak spot of this scheme, which is water- 
tight in theory, is the difficulty of its enforcement, especially in 
the case of firms holding large private stocks. During the first 
rationing period, from June 1st to August 31st, 1917, this diff- 
culty was increased by the fact that no legal control was exercised 
over consumption until June 11th, in the case of cross-bred, and 
July 2nd, in the case of merino. Moreover, it was assumed by 
the spinners and manufacturers that no further restriction of 
consumption was required beyond that effected by short time, 
and that in consequence the civil ration, together with the sup- 
plies allotted for Government contracts, would be sufficient to 
keep all machinery running as usual for forty-five hours a week. 
Unfortunately, too, the scheme came into force before the 
arrangements for putting it into practical operation were com- 
pleted, with the result that the rationing certificates informing 
the trade of the amount of wool, tops, and yarn which they were 
allowed to put into work were only issued two or three weeks 
after the beginning of the period to which they applied. Some 
firms fearing the coming restrictions put as much wool as pos- 
sible through their machines while they were still free to do so, and 
then found that they had used up all, or almost all, their ration 
for the next months. When, therefore, the allotment became 
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known, it was anticipated that much machinery would be ren- 
dered idle. A great outcry was raised and doubts were expressed 
as to whether the official statistics on which these drastic steps 
were based really justified so large a curtailment of consumption. 
It is easy to understand the discontent which these severe restric- 
tions created, particularly as it was not possible to make public 
all the reasons which necessitated this action. The trade saw 
large stocks of wool lying in mills, warehouses, and docks, 
and did not yet sufficiently realise the serious effect which the 
depletion of merchant shipping would have in the coming months 
on wool imports. Much angry comment took place both on the 
Bradford Exchange and in the local Press, and, in order to clear 
the air and to give an opportunity for an interchange of views, 
Mr. H. W. Forster, the Financial Secretary of the War Office, 
addressed representatives of the employers and of the workpcople 
at two meetings held for the purpose in Bradford towards the 
end of June. It was clear that the time had now arrived for 
entrusting to the industry itself the responsibility for adjusting 
many of the technical questions which were raised both by the 
size of the Government requirements and by the shortage of 
wool supplies, a responsibility which the trade were indeed 
anxious to assume. At the same time a reorganisation was neces- 
sary within the rapidly expanding department itself. All the 
arrangements for the purchase and transport of wool and the 
making of tops were centralised in London in fhe hands of the 
Controller of Wool Supplies and under the immediate supervision 
of the Director of Raw Materials, since it was obviously impos- 
sible for the War Office to divest itself of the responsibility for 
the large stocks of wool and tops which it owned. The Raw 
Wool Section was assisted by a Raw Wool Advisory Committee, 
which took over some of the functions of the Central Wool 
Advisory Committee, and contained representatives of all the 
interests concerned with the importation and handling of wool 
up to and including the stage of top-making. The controversy 
over the statistical position was laid by giving full opportunity 
for its investigation and by the appointment of a permanent 
Wool Statistical Committee containing representatives of the 
trade. The investigations and discussions showed that no wide 
difference existed between the estimates made within and 
without the department. The discrepancies on which so many 
attacks on the department had been based were found to 
resolve themselves into a difference of opinion as to the yield of 
the different qualities of wool which made up the stocks in the 
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country, a subject on which complete agreement cannot be ex- 
pected. Steps are now being taken to ascertain, by careful 
tests, the actual yield of wool which is being imported, and the 
controversy has thus led to experiments which will result in far 
more accurate knowledge of this important subject, and will be 
of permanent value to the trade. Up to date, however, satis- 
factory results have not been obtained. 

At the same time additional powers were delegated to the 
War Department Cloth Office, in Bradford, which had been 
making arrangements for the placing of contracts during the 
past year, and whose head became the Director of Wool Textile 
Production, with an independent Department responsible for the 
supply of all cloth and hosiery required by the British and Allied 
Governments. In addition to providing for the military and 
naval needs of the British and Allied Governments, it also pro- 
vides the wool textiles requirements of all other Government de- 
partments and over 2,000 public services, such as the railways and 
corporations, Egypt, India, and the Crown Colonies. A Board of 
Control of Wool Textile Production was set up to control the 
civilian production of the trade and to assist the Director of Wool 
Textile Production in his work. The composition of the Board of 
Control is extremely interesting as an experiment in industrial 
democracy; for it represents an equal partnership between the 
State, the employers, and the workpeople. The chairman is the 
Director of Wool Textile Production, and the ten other official 
members are heads of branches in the department, including 
representatives of the Raw Wool Department, so as to secure 
co-ordination between the raw wool and the production branches. 
The most important employers’ associations were invited to elect 
representatives, distributed as follows: three worsted spinners, 
three manufacturers representing the West Riding, and one of 
the West of England and Scotland respectively, one representa- 
tive each from the carpet and felt, the hosiery, and the shoddy 
trades; the National Association of Trade Unions in the textile 
trades chose eleven members to represent the whole Association. 
The Board of Control thus commands the confidence of the whole 
trade, and its recommendations are recognised and accepted as 
necessary. 

The first subject to which the Board of Control turned its 
attention was the urgent question of the rationing scheme. A 
committee was appointed to consider the whole subject in the 
light of past experience and to draft a scheme acceptable to all 
the interests concerned. After considerable discussion and 
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negotiation it agreed in recommending the continuance of ration- 
ing certificates for wool, tops, and yarn, and the method of 
allocating the rations already described. At the same time it 
devised a system of monthly returns of yarns delivered during 
the previous months to be furnished by manufacturers through 
spinners to the department, in order to ensure that each indi- 
vidual manufacturer who buys all or part of his yarns obtains 
his fair share of the yarn made from wool or tops allocated to 
spinners. Priority in supplies for any particular class of civil 
trade was abolished, as well as the key certificates given by cloth 
merchants to manufacturers. Thus all trace of the original idea 
of export priority disappeared. A special procedure was also 
elaborated for bringing into the scheme yarn merchants both 
in the export and home trade. : 

The control of so large a quantity of raw wool has naturally 
placed upon the British Government the responsibility for 
securing an equitable distribution of wool, tops, yarn, etc., not 
only to her own manufacturers, but also to her Allies. It was 
natural to use for this purpose the Commission Internationale de 
Ravitaillement, an organisation set up to enable each Allied 
Government to obtain without competition from the others the 
supplies of manufactured goods it needed from the United King- 
dom. A regular procedure has grown -up governing the wool 
distribution, as one Allied country after another has come to 
realise the military importance of this essential raw material and 
taken steps to control its use in its own country. An estimate 
of requirements for six months or a year ahead is obtained from 
each Ally using raw wool or its semi-manufactured products, the 
needs for civil and military purposes being distinguished, and 
arrangements are made for satisfying the demands as far as 
supplies permit. Military requirements are, of course, given 
precedence in the same way as they are for Government con- 
tractors in the United Kingdom, while their civil needs have to 
be curtailed to the same extent as those of British manufacturers. 
In addition to the advantages of a reasoned distribution of, 
instead of a scramble for, wool, this procedure has also enabled 
the Allies to tighten up the blockade so far as wool is concerned, 
since the South African and South American markets, which now 
remain the only source of free wool, are almost entirely dominated 
by the United States. Neutral countries are therefore mainly de- 
pendent on the British Empire for wool supplies, and it is possible 
to negotiate with them for a fixed ration not only of raw wool, but 
also of tops, noils, yarns, waste, etc., which is only sanctioned in 
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consideration of favourable reciprocal treatment. The War Trade 
Department issues the export licences for all wool supplies, after 
recommendation by the Commission Internationale de Ravitaille- 
ment with regard to requirements of the Allies and after consulta- 
tion with the Raw Wool and the Wool Textiles Production Depart- 
ments as to available supplies, with the Foreign Office as to the 
different destinations and the Treasury as to finance. When the 
ration to be exported to each country has been decided after con- 
sultation with all the departments concerned, it is handed over 
to the Trade Committees of the Board of Control to allocate the 
quantity fairly between the individual exporting firms, who have 
to furnish monthly returns in order that control may be exercised 
over them in the same way as over other users. 

It will thus be seen that when the problem of rationing sup- 
plies was thrown on to the trade, it found itself obliged to continue 
a control as stringent as that exercised solely by the department, 
and, indeed, that it went further, in requiring further returns to 
ensure that it was carried out. The necessity of withholding 
information from the enemy prevented the publication of figures 
which would have helped the trade to realise earlier the serious- 
ness of the position. But the increasing shipping losses and the 
decreasing arrivals of wool is proving an irresistible argument in 
favour of the measures which had been taken by the department 
before the shortage became apparent to the outside public. 

The Board of Control also considered at an early stage pro- 
posals for preventing a further rise in the cost of woollen clothing 
for civilian wear. It was decided to try the experiment of putting 
on the market at fixed prices in competition with “free” goods 
a range of serviceable cloths made up into suits for men and 
boys, produced and distributed through the normal trade chan- 
nels on the “conversion cost” system. The public would thus 
have the opportunity of obtaining clothing of a sound quality at 
a reasonable price, and would also have a standard with which 
to compare the charges for other clothing made without restric- 
tions. Arrangements have also been made for the supply of 
standard flannel, hosiery, and blankets on the same system. It 
is expected that the existence of fixed prices for these standard 
articles will keep other similar goods at approximately the same 
price level. 

Another interesting development of the system of conversion 
costs is seen in the scheme for the supply of officers’ cloths. Up 
till recently these cloths were produced and sold in the same way 
as ordinary civilian requirements, with the result that the prices 
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had enormously increased, while the quality was no longer main- 
tained. In consultation with the cloth manufacturers, the 
woollen merchants, and the tailors, arrangements have been made 
for the manufacture and distribution on a commission basis of 
special cloths to be sold to officers at fixed prices, according to 
quality, and it is estimated that the cost has been reduced in this 
way by about 30s. per uniform. 

There remain two other classes of wool products used as 
raw material in the wool textile trade, both of which are in- 
fluenced by Government action, but in different ways. The wool 
waste produced in-the course of manufacture was controlled by 
an Army Council Order in the summer of 1917; a census of all 
stocks was taken, and after July 31st, 1917, no sales might take 
place except at fixed prices and under a permit from the depart- 
ment, contracts made before the date of the Order being exempted 
for a period of five months. Thus, at the end of 1917, rags, and 
the shoddy made out of them, remained the only uncontrolled 
raw material of the wool textile trade, although here also the 
department is able to exercise considerable influence through the 
large supplies of shoddy, of which it is itself the owner, and 
which it is estimated amounts to about one-third of all the 
shoddy produced in the United Kingdom.. By means of a careful 
salvage system, old uniforms, hosiery articles, etc., are collected 
from all the theatres of war and sent to the Government Rag 
. Depot at Dewsbury, where they are torn up into shoddy and 
issued to contractors .for making army cloths, for which it is 
particularly suitable. The problem of rags and shoddy has still, 
however, to be solved. 

We have completed our survey; we have watched the effects 
of the war as it has gripped in turn each branch and each firm 
in the wool trade, forcing all, as they struggle to live amid the 
ever-changing and unprecedented turmoil, to ask themselves, 
individually and collectively, as an elementary condition of their 
existence, what service they are rendering to the national life, 
and when the answer to this question has been found, to organise 
themselves so as to perform this service in the best possible way. 
The services required from the industry for the support of the 
national life in general, and of the war in particular, have been 
easy to recognise, although the individual members have not all 
rendered an equal contribution towards their performance. The 
best method of achieving the desired results has been found to 
be co-ordination and co-operation : co-ordination imposed at first 
by the pressure of external circumstances and later recognised as 
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necessary and developed by voluntary agreement; co-operation 
suggested at first by the need for combined action and later 
embodied in permanent forms and applied to a growing range 
of objects. Thus the wool textile trade has moved along in the 
same direction as other trades, and has gained experiences en- 
abling it to take a leading part in the various experiments in 
industrial organisation which are being made. The joint part- 
nership of State, employers, and workers in the Board of Control 
has already been described. Active minds are looking beyond the 
needs of the moment to a time when military demands will abate, 
and the successful resumption of civil trade will require the joint 
energies and devotion of all those engaged in the industry. 
DorotHy M. ZIMMERN 








THE INCOME TAX ON WAGES BY QUARTERLY 
ASSESSMENT. 


THE “period of the war” has witnessed many experiments in 
national finance of vital importance in the present, and of grave 
significance for the future. By legislative enactment and adminis- 
trative action many proposals, formerly highly controversial, have 
been put into actual operation swiftly, and with surprisingly little 
comment. National necessity has proved an efficient lubricant 
for novel forms of State action. 

There are few actions of a Government which are capable of 
arousing more acuté opposition than the levying of taxes which, 
in their incidence, are considered to be unjust. The Finance 
(No. 2) Act of 1915 lowered the limit of taxable income from 
£160 to £130. The Act was passed without serious opposition, 
although it is estimated that the measure has affected some two 
million persons who had previously been exempt. This Act, like 
the National Registration Act and others passed during the war 
period, provides another example of the great difference between 
what the people think the Governmnt is doing and what the 
Government knows it is doing, and vice versd. It was argued 
that the new taxpayers would feel a deeper “sense of respon- 
sibility,” that the payment of direct taxes would “stimulate an 
interest in Government affairs,” etc. The actual effect has been 
narrowed down to a particular interest in getting the burden 
removed from the shoulders of the wage-earners at the earliest 
possible moment. This attitude might have been expected, as 
there are many precedents for wishing to remove the burden of 
taxation. But there are probably few cases, within the last fifty 
years, of new taxation where the feeling of injustice is more 
intense. 

In the Report of the Commission of Inquiry into Industrial 
Unrest (for Scotland) the following appears (par. 18): “The 
bringing of workmen, earning what they regard as a bare living 
wage, within the range of the income tax, is strongly represented 
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as a cause of unrest . . .”; and, in the same paragraph: “This 
is a matter which affects all classes of the community, and to 
make recommendations upon it is scarcely within the scope of 
this Commission. At the same time, we feel bound to report 
that the great mass of working men having been, for the first 
time, brought under the income tax is undoubtedly amongst the 
causes of industrial unrest.” Mr. J. J. Mallon, in a Note added 
to the Report of the same Commission (No. 3 Division, Yorkshire 
and East Midlands Area), states : “To satisfy the feeling prevalent 
among the wage-earning classes for more drastic demands on the 
rich, which is usually expressed by the phrase ‘conscription of 
wealth,’ the income tax should be carefully reviewed and sub- 
stantially increased as regards those incomes which are capable 
of curtailment without any real loss to the amenities of life.” 
One of the Commissioners for the South Wales Area has stated 
to the writers more recently that the lowering of the taxable 
income limit is undoubtedly causing grave unrest in that area, 
but no evidence of this unrest was asked for, or offered to, the 
Commission. 

The writers of this article have been carrying on a series of 
investigations into the effect on the wage-earner of the present 
income tax on wages. Meetings of workers have been attended 
in twenty-three industrial areas of Great Britain, where the ques- 
tion was discussed. The writers have also had opportunities of 
considering the matter in conversation and correspondence with 
wage-earning taxpayers in most centres where the better paid 
workers are employed. One conclusion is certain. The Govern- 
ment has not realised the extent of the unrest nor its nature. 
In the Summary of the Reports of the Commission little atten- 
tion is paid to this question. In the statement issued by the 
Right Honourable G. N. Barnes from the offices of the War 
Cabinet, and published in the Press on August 27th, no mention 
is made of any proposals to mitigate this cause of unrest. On 
August 26th “the Miners’ Federation of Great Britain waited upon 
the Chancellor of the Exchequer to ask for the extension of the 
exemption from income tax up to £160 per annum... . Mr. 
Bonar Law made a sympathetic reply, but did not hold out any 
hope of any change. He promised, however, to consider whether 
an allowance of a similar amount should be made for a wife as 
is now made for children.” (Manchester Guardian, August 29th.) 
On October 8th a statement was issued to the Press from the 
Board of Inland Revenue to the effect that Mr. Bonar Law had 
expressed his readiness to propose to Parliament, in connection 
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with the next Budget, a new wife allowance of £25. This is 
where the matter stands officially at the time of writing this 
article. Unofficially it is known that in cne industrial area 
some thousands of wage-earners have refused to pay the tax, 
unless certain concessions are made. 

It is the purpose of this article to show how these conditions 
have arisen and to indicate the nature of desirable concessions 
to be made, failing the impracticability of the restoration of the 
limit of £160. 

The quarterly assessments apply to “weekly wage-earners 
employed by way of manual labour in respect of the wages arising 
from that employment, and do not apply to persons employed as 
clerks, typists, draughtsmen, or in any other similar capacity. 
The expression ‘weekly wage-earner’” means a person who 
receives wages which are calculated by reference to the hour, day, 
week, or any period less than a month at whatever intervals the 
wages may be paid, or who receives wages, however calculated, 
which are paid daily, weekly, or at any less intervals than a 
month.” 

The Finance (No. 2) Act gives the Commissioners of Inland 
Revenue powers to regulate the assessment and collection of the 
wage-earners’ tax as they think fit. These powers have been 
used in so far as they allow (a) the Surveyor of Taxes to make 
the assessments, and (b) the adoption of so much of the provisions 
relating to Schedule E as may be applied. In the case (a) it will 
be noticed that larger discretionary powers are given to the 
Surveyors of Taxes in fixing the assessments. In the case (b) 
these discretionary powers are still further widened by leaving 
the question of allowances to be decided by the Surveyors. Under 
Schedule E (Official Salaries) an allowance is made for “expenses 
wholly, exclusively, and necessarily incurred in the performance 
of the duties of the office or employment.” This allowance bears 
a much more limited interpretation than the words used would 
suggest, as taxpayers have found who have tried to substantiate 
a claim for, say, travelling expenses. In its relation to the income 
tax on wages this clause has been the subject of a conference 
between the Parliamentary Committee of the Trade Union Con- 
gress and the Board of Inland Revenue. The result of the con- 
ference has been issued in the form of a Circular by the Board 
of Inland Revenue, defining more closely allowances which may 
fairly be considered to come under this description. There are 
allowances (inter alia) for tools, explosives, clothes, and similar 
expenses; out-working and lodging money; subsistence and 
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travelling expenses. The Surveyors adjudicate on claims made 
for these allowances according to the evidence they are able to 
get from the wage-earners, the employers, and other sources. 
In the event of any dispute the wage-earner, or the Surveyor, 
has the right of appeal to the District Commissioners. Only few 
instances of appeals have come to the notice of the writers. The 
battle has been fought out between the Surveyor and the wage- 
earner. It is the arbitrary amounts of these allowances which 
have been one of the causes of so much widespread dissatisfac- 
tion. 

One instance, tools, is sufficient to show the bearing of these 
allowances on this dissatisfaction. The cost of tools varies 
according to the particular trade, the conditions of factory 
or other organisation, the prices ruling locally, the care with 
which the worker uses his tools, etc. The result is that the claims 
are varied according to circumstances. Evidence in the nature 
of receipts for purchases of tools is lacking. It is often the 
case that a claim for a small amount for tools is taken as the 
standard throughout a trade, and claims from all wage-earners 
in that trade are levelled to this figure. The wage-earner explains 
as well as he can, but too often a workman, skilled with his 
hands, is no match for a civil servant, untrained in the technicali- 
ties of industrial operations, but astute in looking after the financial 
resources of his country. Trade Union officials, coming in touch 
with those of their own trade in other districts, find a substantial 
variation in the amounts of the allowances—a variation which 
cannot be explained by differences in local conditions. Some 
branches of Trade Unions have pressed their cases so wisely and 
strongly that they have secured for their members higher rates 
of allowances than are being made in an adjoining district. The 
net result is an industrial question closely allied to the fixing 
of minimum wages rates. Deputations are the order of the day 
in the centres where Trade Unionism is strong and active. In 
one industrial centre 500 men refused to pay taxes until their 
demands had been settled. The individual taxpayer is usually 
left with a sense of injustice because his claim has been reduced 
—he does not understand why, neither does he understand how 
he might vindicate his rights. The Government has touched him, 
frightened his wife with its blue, buff, white, and pink forms; 
he had better pay and save further trouble. Thus, unwittingly, 
he creates a precedent for the Surveyor which can be used in 
other cases. The tendency in such cases is for the amount of 
the allowances to be relatively low, and not moderate or high. 
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As to actual cost of the tools to the taxpayer, this is only a 
small factor in the assessment. The allowance granted depends 
more on advocacy. The same procedure is adopted with regard 
to other allowances already mentioned. 

Perhaps the greatest variations in practice exist in regard to 
the allowance-for clothes. Throughout the areas visited it was 
noticed that the narrowest interpretation had been placed on the 
words “exclusively for the purposes of the employment.” In most 
instances the cost of overalls had been disallowed. In a selection 
of twenty cases where this expense had been claimed there were 
only two instances where the cost was allowed. In chemical 
works, where the chemicals handled had damaged the clothing of 
the employees so as to make it unwearable, an arbitrary figure 
had been agreed upon between the taxpayer and the Surveyor 
for cost of replacement. The same proceeding applied to cases 
where stokers had claimed for cost of clothing spoiled by hot 
cinders burning trousers and boots. In the case of miners the 
claims for clothes were invariably disallowed, presumably because 
it was argued that the clothes worn were old suits brought in 
for the purpose of working clothes. In the instances where ex- 
ceptions to this rule occurred, claims were made for clothes 
spoiled by sulphuric acid leaking from the batteries of electric 
lamps carried by the miners in some collieries; boots spoiled 
through continuous working in water ; and the extraordinary wear 
and tear of clothing when working in abnormal places. The 
leather aprons of blacksmiths and blast furnace men had in many 
instances been allowed. The following are examples of flat-rate 
allowances for the year made to steelworkers :— 


Millmen : 
Twelve aprons a year, at 1s. 6d. each. 
Four small shirts, at 4s. each. 
Twelve sweat towels, at 6d. each. 
Four clogs (2s. 9d., tips 4d.), 3s. 1d. each. 


Shearers : 
Aprons (sacks), 26 at 8d. each. 
Leathers, 8s. a quarter. 
One straight-edge, at 1s. 6d. 
Rules, two a year, at 2s. 9d. 
Smelting Shop (Siemen’s Furnace) : 
Furnacemen (1st, 2nd, and 8rd hands), £11 per annum for tools 
and clothes. 
Gasmen, charge wheelers, £4 per annum. 
Teemers, pitmen, £11 per annum. 


In the Doncaster colliery district the following flat-rate allow- 
ances were secured :— 
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Per annum. 
£s.d 
Proportion of Contribution to the Yorkshire Miners’ 
Association, for superannuation benefit : 
Permanent Fund iain aii 
Tools, per man 
Back bonus 
(Bonus granted retrospectively ‘and covering " period 
previous to liability for ats 
Checkweigh we ; 
Pit levies, tips, sharpening picks aa 
(The tips are those by custom paid to helpers, . 6.Ju, in 
getting quick removal of coal from coal face. In 
the Doncaster district the ‘‘ Butty’’ system is 
in vogue, the stallmen paying day men and the 
employer contracting with the stallmen.) 
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In other districts the following are allowed :— 


United Pattern Makers.—10s. a quarter for depreciation and upkeep of 
tools. 
Amalgamated Society of Carpenters and Joiners.—£4 per annum for 
aprons and tools. 
United Kingdom Society of Coachmakers.—£4 per annum for tools. 
Merthyr Vale Steam Coal District of S. Wales: 
Collier, £1 a quarter for checkweigh. 
1 »» tools. 
Powder (explosive) as per docket (receipt or other certified note). 
a: repairers, £1 a quarter for tools, and explosives as per 
ocket 


Afan Valley: 
Explosives and checkweigher, the actual amounts paid. 
Tools.—Colliers, repairers, and carpenters, £1 a quarter; masons and 
fitters, 10s. a quarter. 
Working in water.—Hauliers and/or riders, £2 a quarter. 
Clothes, boots, ete.—Miners (and others employed about the colliery), 
£1 a quarter. Where naked lights are used, 15s. a quarter. 


These flat-rate allowances have proved the most satisfactory 
to all concerned. They are, however, exceptional, the procedure 
usually being for men to produce worn-out or spoiled clothes to 
the Surveyor and to agree upon the cost of replacement. This 
method cannot but be the cause of great dissatisfaction and un- 
equal treatment. It is also cumbersome and wasteful of time. 

To illustrate some of the difficulties underlying the attempt 
to deal with each case on its merits, the following are some 
allowances which have been claimed and allowed in some districts, 
but not in others : Food of locomotive drivers and stokers, which, 
in rough weather and from accidental causes, gets spoiled on the 
engine ; insurance of tools against loss by theft or fire; various 
fines against miners (e.g., for filling dirt among clean coal, lost 
tokens, for filling trams under weight, etc.); the cost of anti- 
septic pastilles used by some chemical workers; tips paid to 
helpers for speeding up deliveries, etc. ; the allowance to railway- 
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men as booking-off bonus for a double trip ; expenditure on travel- 
ling to work at exceptional times of emergency. 

Under Section 54 of the Income Tax Act of 1853 relief in 
respect of the payment of annual premiums for insurance on the 
lives of a taxpayer and/or his wife was granted. It was pro- 
vided that such premiums should not exceed one-sixth of the tax- 
payer’s income. By Section 17 of the Finance Act of 1915 a 
further proviso was made—+.e., “In respect of any premium or 
other payment payable on a policy for securing a capital sum 
on death (whether in conjunction with any other benefit or not) ” 
a person shall not be entitled to deduct from income “more than 
7 per cent. of the actual capital sum assured,” exclusive of any 
additional benefit by way of bonus or otherwise. (Section 37 of 
the Finance Act of 1916 gives relief in respect of war insurance 
premiums and, in respect of these insurance premiums, excludes 
the provisions with regard to the maximum of one-sixth of the 
annual income, and the one-seventh ratio between premium paid 
and capital sum assured. It also provides for the relief ‘whether 
the premiums are payable annually or not.” The risks covered 
by the “war insurance” premium are those arising from war or 
war service abroad for which an additional amount is payable 
on an existing policy.) The maximum 7 per cent. ratio excludes 
quite 80 per cent. of the premiums paid by wage-earners. The 
insurances usually effected are those on which a weekly or 
monthly sum is payable to secure £10, £20, or £25 at death, or 
on reaching a certain age. The premiums payable usually exceed 
7 per cent. of the capital sum secured. The wage-earner there- 
fore finds himself at a disadvantage compared with other tax- 
payers who pay annual premiums which bear a lower ratio to 
the amount payable at death. This is a penalty he has to bear 
through conditions over which he has no control. In fact, his 
effort to provide for a small nest-egg, or the funeral expenses of 
himself or his wife, is for taxation purposes definitely excluded 
from consideration, except where the premium has been increased 
on account of the extra war risk, and then only for so much of 
the additional sum payable. This is undoubtedly an instance of 
unequal class distinction, and should receive early attention by 
the Parliamentary representatives of labour. The payments which 
the wage-earner makes to a Trade Union or Friendly Society 
have been considered, and so much of the contributions as is 
allocated to death or superannuation benefits is allowed as a 
deduction from taxable income. No restrictions in respect of 
proportions of income to premium, or premium to benefit, are 
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“made. It can only be assumed that the wage-earning taxpayer 
was forgotten when the question of insurance relief was discussed 
in the 1916 Budget resolutions. 

Apart from the action of a few Trade Unions, it is in regard 
to the allowances for tools, clothes, travelling, etc., and relief in 
respect of insurance premiums where the wage-earners consider, 
with some justification, that they are receiving arbitrary and 
unequal treatment. 

The Miners’ Federation of Great Britain, noticeably active 
and always in the van of progressive Trade Unionism, has con- 
sistently pressed for reform in this matter of taxation. At the 
conference held in 1916 the question of income tax was discussed 
at some length and the following resolution proposed: “That 
we press for the repeal of the enactment for the taxation of wages, 
and until that is accomplished the £160 basis of liability should 
be restored, and a considerable extension of the allowance for 
children to other dependants... .” In the course of the dis- 
cussion the main opposition arose out of the desire of the con- 
ference not to tie itself down to the £160 limit. The matter 
was remitted to the Executive Committee “as being too large a 
question on which to formulate a policy.” The importance of 
the resolution is shown in the discussion and its sequel. The 
arguments brought forward included the injustice of taxation which 
is passed over from the capitalist to the worker; the anomaly of 
the children allowance, which did not (at that date) include an 
adopted child; and the inequality of sacrifice (instanced by the 
margin of income over expenditure, the increased cost of living, 
the need for the conscription of wealth, and extension of Excess 
Profits Duty so as to cover all excess profits). One resolution 
included the following words: “If the Government do not with- 
draw it” (the income tax on the working classes) “the Federa- 
tion to consider the advisability of taking industrial action to force 
the same.” The sequel has proved that weight is attached by the 
Government to the action of the Federation. In the Budget 
following this conference the adopted children allowance was 
agreed to. At the meeting with the Chancellor of the Exchequer, 
already mentioned, the allowance to dependants other than 
children is foreshadowed. Still, the agitation goes on. Individual 
members of the Federation refuse to work when they believe they 
are getting near the income limit which would make them liable 
for tax ; and this resistance occurs in spite of the fines they incur 
for absence from work. At the Trade Union Congress at Black- 
pool resolutions to the same effect were brought forward by the 
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Miners’ Federation and carried by the Congress. It may be 
noticed (in the Press extract quoted earlier) that the main argu- 
ment put forward at, the conference with Mr. Bonar Law was 
that “the purchasing value of the sovereign had been reduced 
to 1ls. 4d.” Later reports state that at a delegate conference 
of the South Wales miners held at Cardiff to consider the Chan- 
cellor of the Exchequer’s concession on income tax a resolution 
was passed in favour of the total abolition of taxes on wages. 
This may be taken as an index of the attitude of the Federation 
generally on the proposed concession. 

It will be seen that the question of reform resolves itself into 
two sections, first, the proposal on the part of the Miners’ Federa- 
tion that the present limit be raised to £160, which, it atgues, 
is the subsistence limit under present conditions; and, second, 
the line of Government action which refuses to raise the limit, 
but grants concessions so that individual taxpayers will escape 
payment of the tax according to those circumstances which the 
Government considers worthy of recognition in this connection. 

Both propositions may be supported by all the recognised 
canons of taxation, but the instance given by the miners would 
suggest that their case is based on “taxation in proportion to 
revenue or ability to pay.” The question of “ability to pay” and 
the subsistence limit cannot be discussed effectively without 
considering circumstances outside the scope of this article. For 
instance, the present index number (September, 1917) of the 
Economist is 257.1, showing a pre-war purchasing value (for food 
and clothes) of less than 8s., as compared with the present pur- 
chasing value of £1. 

The intention of the Government has evidently been to make 
concessions by enlarging the scope of the deductions from taxable 
income, and thus to arrive, by stages, at a patched-up system of 
taxing the working classes, owing to the exceptional demands of 
war expenditure. This work of patching up an emergency 
Finance Act will, in the opinion of the writers, be more likely 
to allay the causes of unrest in this matter if the following reforms 
are effected :— 

1. The Establishment of generous Flat-rate Allowances for 
Clothes, Tools, etc.—The present system is arbitrary and unequal 
in its results. Each district (for income-tax purposes) could arrange 
flat rates with local branches of Trade Unions representing the 
various industries in that district. Failing Trade Union or other 
organised representation of the workers, each industrial concern 
could appoint a representative according to the trade, or section 























1918] INCOME TAX ON WAGES BY QUARTERLY ASSESSMENT 39 


of a trade, claiming the allowance. A minimum representation 
of, say, ten workers might with advantage be arranged. The flat 
rate could then be determined by deputation to the Surveyor of 
Taxes, or, failing an agreement being reached, by the District 
Commissioners. The rates agreed upon should be in force for a 
period not exceeding twelve months from the date of their adop- 
tion, or subject to revision at three months’ notice by either side. 

2. The Co-option by the District Commissioners of Persons 
who understand the Trades of a Particular District.—The Finance 
Act (No. 2) of 1915, Section 28, Sub-section 5, provides for this 
representation, if the powers given are exercised so as to co-opt 
those persons who could give skilled advice on the requirements of 
particular trades in respect of clothes, tools, etc. The machinery 
is already provided by the Act. It is desirable in practice that 
every facility should be given for fixing flat-rate allowances on a 
just basis, and this can be better ensured if one or more of the 
Commissioners know the trade conditions from experience. 

3. The Removal, for the Purposes of the Wage-earner’s Taz, 
of the 7 per cent. Ratio in respect of Insurance Premiums.—The 
raising of the percentage only would involve complications which 
might still exclude from the relief those wage-earners who had 
insured at an advanced age. The restriction to “annual 
premiums” should also be removed for purposes of this tax. 

4. The Simplification of the Work of Assessment by making 
Annual Assessments instead of Quarterly—The quarterly assess- 
ments provide employers and tax officials with a great deal of 
work which might be avoided. At the present time the employer 
is bound to submit four times within one year the names and 
addresses of all employees earning £32 10s. and over per quarter. 
The work of sending out notices of assessment, returns by em- 
ployers, appeals, notices for payment, etc., is quadrupled. The 
choice of weekly payments or quarterly payments is already given. 
This choice might with advantage be extended to monthly or 
annual payments. Many rating authorities adopt the method of 
annual assessments and periodical payments without losing by 
the system. The wage-earner is troubled with income-tax forms 
four times a year, where other taxpayers in the ordinary course 
deal with them once a year. No imagination is required to realise 
the effect of having to consider the complications of income-tax 
assessment four times a year. This method of quarterly assess- 
ment is further complicated by the fact that in the case of “un- 
earned income ” the wage-earner receives his notice of assessment 
annually. One instance may be quoted here. A taxpayer received 
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twenty-five communications from the tax authorities within one 
year. This is an average of about one each fortnight. He paid 
over to the nation’s revenue the sum of 17s. 5d. He had two 
interviews with the Assistant Surveyor of Taxes and wrote five 
letters. Another instance might be quoted of the complications 
of the quarterly assessments. A taxpayer who is exempt in one 
quarter can carry over any difference to the next quarter, so that 
finally he will not pay more than his legal liability for the year. 
A yearly assessment would be able to include income from all 
sources. The present system must result in loss to the revenue 
in many cases, and wasted effort on the part of Government 
servants in most cases. 

5. The Extension of the Allowance for Children so as to 
include other Dependants.—The Chancellor of the Exchequer has 
promised to grant an allowance from income of £25 for a wife 
of a taxpayer. This leaves the bachelor who is supporting his 
mother or other relations without that relief. Great Britain, one 
among a minority of European nations, does not recognise in 
taxation matters the expenditure of a taxpayer towards the sup- 
port of indigent relations. Austria, Saxony, Bavaria, Wirtem- 
berg, Norway, all include within the deductions from taxable 
income an allowance for indigent relations. This expense is one 
of the outstanding features of the wage-earner’s budget. His 
home has ties and affections deeper than those of any other class 
in the matter of support to relations. His financial resources in 
innumerable cases bear the cost of maintaining at least one rela- 
tion, whether the wage-earner is married or single. The position 
of the wage-earner in this respect has caused some bitter criticism 
of the tax. 

The National Union of Women’s Suffrage Societies advocates 
personal assessment on a wife’s income. At present this income 
is included with the husband’s (except where the wife is separately 
employed) with the result that a bachelor and spinster pay a total 
tax of about one-third the amount they would have to pay if 
married. 

6. The Apportionment of the Children Allowance, according 
to Date of Birth.—At present no allowance is made for the year 
of assessment for a child born within that year. This means that 
a taxpayer cannot claim the allowance for, say, 1917-18 if the 
child is born on April 7th, 1917, but if the child is born on 
April 4th, 1917, the allowance can be secured. It would be more 
equitable if the allowance were apportioned according to the 
month in which the child is born; thus an allowance of ten- 
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twelfths of £25 could be made for a child born in May. This 
more equitable apportionment should not be difficult to arrange, 
as the date of payment of tax is late in each income-tax year. 

7. The Exclusion from Taxable Income of Bonuses and other 
Extra Payment for Increased Output.—The inclusion of these 
items may, if the present unrest is continued, cause serious loss 
of production. Numerous instances of passive resistance have 
occurred where workmen do not work extra shifts, or do not 
increase output, because they know that it would bring them 
over the income limit for taxation purposes. The basis for wages 
assessment should be the standard wage. 

8. A sufficiently wide Margin before Earned Income makes 
the Wage-earner Liable also on Unearned Income.—The unearned 
income of the wage-earning taxpayer is usually the result of 
thrift, and represents the savings of himself or his wife. The 
fact that his earned income brings him in touch with the tax 
authorities makes him disclose this unearned income. The taxa- 
tion of this unearned income is resented, and a suitable limit of, 
say, £25 per annum unearned income should be fixed, so that 
the wage-earner would not be taxed on this part of his income 
unless it exceeded that figure. 

The carrying out of the foregoing suggestions would remove 
some of the anomalies of the present position and make the tax 
more equal in its incidence. The wage-earning taxpayer is 
bearing a heavy burden in the amount of indirect and direct 
taxation paid. The administration of the income tax on wages 
requires care to see that it is carried out in direct relation to the 
conditions of the taxpayers concerned. The easing of the burden 
where it falls too hardly would mitigate some of the injustices 
of the present system. 

The cost of collection, in its relation to the amount collected, 
is evidently satisfactory to the Government, although no figures 
are available. A considerable amount of income, apart from 
wages income, has been brought under the incidence of the tax, 
and the increases in wages have greatly increased its scope and 
the amount produced. 

Whatever the social or political consequences of the new 
application of income tax may be, it is quite certain that several 
economic and politico-economic consequences merit serious con- 
sideration. Some of these have substantiated economic theories 
previously established, others have necessitated considerable 
revision of former theories. Although direct taxation is more 
equitable and democratic than indirect, it is more productive ot 
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irritation and unwillingness to pay on the part of the taxpayer 
than is indirect taxation. The latter is much heavier in amount, 
relatively, but is concealed in burden by inclusion in the prices 
of taxed commodities. The payment of a few shillings directly 
for income tax is nursed as a personal grievance, especially as 
an addition to-indirect taxes, and as a peremptory demand for 
cash out of wages, followed oftentimes by a tax on unearned 
income from savings invested. 

The relation of direct to indirect taxation must be reviewed 
in the light of experience of the assessment upon wage-earners. 
The direct taxation on wages is resented the more as it is a 
supplement to the tax on commodities. 

The assessment of income tax up to the present hag been 
levied by almost purely administrative method. The assessment 
of income tax on wages has introduced a more democratic 
element, for in some coalfields committees have been appointed 
to represent the men and to determine questions of allowances, 
etc. Sub-collectors to assist in collection have been appointed 
by ballot, and in practice have advised as regards assessment as 
well as collection. It is impossible to assess income tax on the 
wage-earner smoothly without basing it upon some representa- 
tive system. 

It is as regards these latter features that the tax on wages 
needs consideration. It is open to argument whether the net gain 
to the State is worth while, for allowance must be made for the 
heavy expenses of the new machinery for assessment and collec- 
tion, the loss of production, incentive to saving, and irritation 
queering the pitch for future development of the more democratic 
forms of direct taxation. 

G. R. CARTER 
H. W. Hovuauton 








CURRENCY AND GOLD NOW AND AFTER THE WAR. 


IN all the principal countries of the world there has been a big 
rise during the war in the currency price of goods ; in other words, 
there has been a world-wide general depreciation of the currency 
units. 

Another feature of the war period has been the almost universal 
suspension of the convertibility of paper currencies into gold. In 
some countries, as, for example, in Germany, conversion has been 
suspended by law; in England it has not been suspended by law 
but only by consent. We, therefore, naturally ask whether, in 
those countries where suspension has taken place, there is any 
specific depreciation of the currencies in terms of gold. In Russia, 
in Italy, and elsewhere specific depreciation has been definitely 
admitted by the Government, and a premium on gold has been 
fixed and authorised. In England specific depreciation is not 
admitted, but, nevertheless, it may exist, and it is necessary to 
examine our position closely. 

Treasury Notes are, practically speaking, inconvertible. It is 
true that in certain circumstances you can convert the Notes into 
gold coin at the Bank of England at par, but you cannot melt the 
coin you obtain, or export it, or sell it within the country for more 
than its par value in Notes, and those people, in particular 
jewellers, who do want gold for other than hoarding and currency 
purposes, are paying, I am told, as much as £6 an ounce, a pre- 
mium of over 50 per cent., for such gold as they can legally pur- 
chase for use in the arts and industry. But the existence of the 
premium on this gold does not prove specific depreciation of the 
currency, any more than the absence of a premium on British 
gold coin disproves it. There is no real market in gold. 

Can we draw any conclusions from the state of the Foreign 
Exchanges ? 

Some of the exchanges are very much below the low gold point, 
but it may be argued that England, the debtor country, could 
easily bring back the exchanges to parity by exporting goods, 
gold, securities, or promises to pay, if political and military reasons 
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did not prevent her from sending them, or the creditor countries 
from accepting them. We maintained the American exchange 
for many months at the low gold point, even when America was 
only a neutral, and it is not unreasonable to suggest that what we 
were able to do in the case of the American exchange we are fully 
capable of doing in the case of the less important exchanges. I 
certainly think that in the present circumstances the discount on 
some of the foreign exchanges is no conclusive evidence of specific 
depreciation of our currency, and in this connection I may perhaps 
remark that Dr. Cassel’s theory that “the movements of the 
exchanges are simply determined in the main by the quotient 
between the inflation of the different countries” appears to me 
to be quite untenable under the present war conditions. 

But let us test this defence of our depreciated exchanges. 
Supposing that the exchanges on every neutral and allied country 
were in at least as favourable a condition as the American ex- 
change, could we advance our exchange position as conclusive 
proof of the absence of specific depreciation? If the currency of 
a country is changing hands at par with gold both internally and 
externally, and if it is nowhere changing hands at a discount, 
depreciation has certainly not been made evident in actual trans- 
actions, but the absence of actual specific depreciation does not 
prove the absence of potential specific depreciation. Insolvency 
can exist without bankruptcy, and bankruptcy will not arise unless 
creditors press their claims. In the same way we may say with 
confidence that the foreign exchanges cannot be a test of the 
true condition of our currency, unless the external drain is 
working freely. Is the external drain working? 

With enemy countries we have no dealings, and the most 
important neutral exchanges are heavily against us. In the first 
case the external drain has not operated, and in the other we have 
failed to meet it. Of our Allies, some have had an unfavourable 
balance of trade and payments with us, while those countries 
which have had a favourable balance have not pressed their claims 
as they might, and probably would have done in normal times— 
I am thinking particularly of the United States. 

I suggest, therefore, that under present conditions the ex- 
changes tell us practically nothing about the value of our cur- 
rency in terms of gold. If we seek an answer to the question 
we can only make an a priori guess, and for my own part I should 
guess that specific depreciation would be revealed immediately, 
if the normal tests were applied. We cannot disguise the fact 
that it is primarily at our request that our creditors are holding 














1918] CURRENCY AND GOLD NOW AND AFTER THE WAR 45 


off, and that it would be awkward for us if their claims were 
pressed. Their forbearance may be, and, in fact, almost certainly 
is, due to other reasons than their confidence in our solvency. 
We are piling up a huge adverse trade balance, we are borrowing 
heavily abroad, and while we are, it is true, lending abroad also, we 
are lending to countries which are not in a position to repay us im- 
mediately if we were to eall in our loans. Yet, in the face of all 
this, we are persistently inflating our currency. Surely these are 
not conditions which in normal times would inspire an observer 
with confidence in our ability to withstand the internal and ex- 
ternal drains, and maintain the convertibility of our currency 
into gold at par? 

We have seen that during the war the internal and external 
drains have not been in operation. Will they come into operation 
again at the peace, and, if so, what will the result be? 

The internal drain on gold does not appear to be a danger 
for this or any other country. In fact, it is hard to conceive 
that it will be allowed to be so. I do not anticipate that a gold 
currency will be used again internally, even in England, for many 
years to come, and it is quite likely that the world will never 
return to it. Paper currencies here and elsewhere wil! probably 
be practically, if not absolutely, inconvertible into gold for internal 
purposes, and gold will probably be reserved for international uses. 
Some form of gold exchange standard was in almost universal use 
even before the war. Will not England after the war have to 
adopt this system? 

The external drain is quite another matter. I admit that con- 
ditions are likely to remain abnormal and artificial for some con- 
siderable time after peace. The nations of the world may be 
rationed independently of their purchasing power, and, amongst 
the Allies at any rate, creditors are hardly likely to press their 
claims. Nevertheless, if gold retains its present position as the 
standard of value here and elsewhere, and if we endeavour to 
maintain the parity of our paper with gold, London will, sooner 
or later, have to face the external drain upon gold. 

There is so much talk in these days about the demonetisation 
or “dethronement” of gold that any discussion of the external 
drain in terms of the gold standard may seem futile, but I do 
not think that it is so. International trade without a material 
standard of value is surely an impossibility? We know what 
chaos results even within a single State under a régime of in- 
convertible paper, and the world is not yet a single State with 
one supreme authority in currency matters. Gold may be a bad 











46 THE ECONOMIC JOURNAL | MARCH 


standard, and 1 quite recognise the fact that it may before long 
be replaced by a better, but so long as it is replaced by some 
material thing or combination of material things, the fundamental 
problems of the foreign exchanges and the external drain will 
remain unaltered. International trade and credit operations will 
continue, whatever the material standard may be, and adverse 
balances of trade and payments will lead to an external drain 
upon that standard, or upon promises to pay it. 

But there is another possibility with regard to gold after the 
peace, a possibility which differs from that of its complete rejec- 
tion as a standard. 

Sweden has abandoned the free coinage of gold during the 
war, and several authorities are suggesting that it will be neces- 
sary for the gold standard countries to adopt the same policy after 
the war if they wish to avoid receiving what Professor Wicksell 
calls “a mass of useless gold” in exchange for their commodities. 
Let us endeavour to test this proposition by taking as an illustra- 
tion the case of Germany and the United States. We will suppose 
that Germany has been defeated, or, at any rate, that she has 
secured no indemnity, and that she is in dire need of foodstuffs 
and other things which the United States can supply. We will 
also suppose that Germany has not sufficient commodities to offer 
in payment to satisfy the United States, but that she has reserves 
of gold. What are the United States to do? It is no good their 
trying to get from Germany the commocities which cannot be 
supplied, and as they will be in the position of upper dog it is 
certain that they will not give more of their commodities than 
they need for what Germany has to offer. On terms it must 
surely pay the United States to take either Germany’s gold, or 
her promises to pay gold, or her promises to pay commodities. 
But the barter of future for present commodities would be ex- 
tremely difficult to arrange, and I do not see why the United 
States should trouble about it, Why should they refuse Ger- 
many’s gold or promises to pay it? If I understand Professor 
Wicksell rightly, he would say that the United States should 
refuse gold because it will be depreciated in terms of commodities, 
and likely to depreciate further. That gold will be depreciated 
in terms of commodities when peace comes as compared with its 
pre-war price cannot, of course, be admitted without qualifica- 
tions. It may be that gold will not be depreciated, that only the 
promises to pay it will be depreciated, all openly depreciated in 
terms of commodities, some openly in terms of gold, and others 
potentially, though not openly, in terms of gold. This is a possi- 
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bility, but it is not probable, and it is quite fair to assume that 
gold, as well as the promises to pay it, will be depreciated when 
‘tthe war ends. The fact of this depreciation, however, will not 
be any reason for refusing to take the gold or the promises in 
exchange for commodities. It is the subsequent course of the 
price of gold which will determine whether a purchase of 
it at the peace will be a good or bad bargain, and I cannot see 
that there are any obvious reasons for anticipating a further fall 
in the price of gold during the post-war period. If the United 
States, England, Japan, and the other prominent gold-using 
countries make up their minds to retain gold as the standard, is 
it not more likely that gold will slowly appreciate rather than 
depreciate? And is not this appreciation likely to take place, 
even if the Central Powers unload their gold upon us, and then 
adopt some entirely new standard of value? Is it not in the power 
of the Allies to maintain the use of gold by a convention, if they 
wish to do so, and by maintaining the use of it to secure a power- 
ful protection against its further depreciation? Again, would not 
the United States and other countries with an exportable surplus 
of foodstuffs and raw material throw away much of the advantage 
of their position if they were to refuse to sell that surplus to 
Europe? The demand of Europe will be a demand which it will 
— seek to satisfy almost regardless of price, and in the circumstances 
the relative value of the exportable surplus of the United States 
and other countries will probably be so high that it will almost 
certainly pay them better to sell and take payment in gold, even 
if gold is going to depreciate further, than to restrict the volume 
of their sales abroad. 

It appears to me, then, that there is no reason whatever why 
the United States and the other gold standard countries should 
stop the free coinage of gold at the peace, and in discussing the 
external drain we may assume that the use of gold as the standard 
of value will be maintained. 

The external drain must be regarded from two points of view. 
In the first place we must consider the position of the whole 
world as a single unit, and in the second place we must consider 
the position of each country as a single unit affected by relations 
with other countries. 

If we take the world as a whole we have to ask ourselves 
whether the existing supplies of gold are sufficient to perform 
the function of a foundation for international trade and financial 
operations, with currency prices at their new level. If Russia, 
Italy, Germany, and others were going to attempt to restore and 
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maintain the parity of their present paper currencies with gold 
soon after the peace, we might reasonably have serious doubts 
about the sufficiency of gold, but it is almost certain that thesé 
countries are not going to make the attempt, and if the rest of 
the world economises in gold by not using it internally and by 
reducing its use as far as possible internationally, a world-wide 
specific depreciation of paper currencies may quite well be 
avoided. Bimetallists will, perhaps, take the opposite view and 
use it to support a new campaign. 

Let us now consider the position of this country in relation 
to others. In normal times the chief causes of an external drain 
are :— 

1. An adverse balance of claims in the short-loan market 
which may or may not arise from a current adverse balance 
of trade. 

2, An adverse trade balance, giving rise to an adverse balance 
of claims. 

3. An inflation of currency or credit relatively to other coun- 
tries, which results in cheap offers to the foreigner of gold 
or promises to pay it. 

I have already stated that I do not expect the external drain 
to be forced upon us by our creditors in the period immediately 
following the peace, so that I shall only consider the possible 
postponed or ultimate effect of these causes, bearing in mind 
all the time that our present policy should certainly take account 
of this ultimate effect. If a man is insolvent, or in danger of 
insolvency, he is extremely foolish to assume that his creditors 
will withhold their claims indefinitely. 

First, with regard to the balance of claims. When war broke 
out practically every country was on balance a debtor to London 
in the short-loan market. Mr. Withers in War and Lombard 
Street says that when London called its loans “it put the rest 
of the economically civilised world, for the time being, into the 
bankruptcy court.” “None of its debtors could pay.” “Foreign 
creditors it had none, except Paris.” 

After the war we may be the creditor of Russia, France, Ger- 
many, and other European countries, but we shall probably be 
indebted to several very important countries, including the 
United States. 

This change in our position is likely to last for a very long 
time, and ultimately it will have two very important effects upon 
London. 

In the first place the risk of our being subjected to the ex- 
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ternal drain is almost certain to be increased, because, although 
our credits as a whole may exceed our debts, several countries 
will be our creditor on balance, and in the second place our 
ability to withstand the drain will be impaired, and we shall 
be compelled to make radical alterations in our method of defence. 
This second effect will result from the fact that we shall be a 
debtor to strong countries-and a creditor of the weak. The “bank 
rate” policy coupled with small gold reserves was admittedly 
effective only because we were not merely the world’s creditor 
on balance, but also practically every country’s creditor. We 
may, therefore, have to support our “bank rate’’ policy with 
other devices, including much larger gold reserves, and some of 
the aids employed by European countries before the war. 

As to the possibilities of a favourable or adverse balance of 
trade there is not much to be said. If the balance is going to be 
adverse, our prospects when the artificial period ends and the 
external drain begins to operate will be so much the worse; if 
it is going to be favourable, the recovery from our present position 
will at best be slow. The early years of peace do not appear 
to offer us a foundation for very high hopes. There will almost 
certainly be a great and world-wide scarcity of foodstuffs and 
other present consumption goods constituting the prime necessi- 
ties of life. Goods of this kind are, of course, very scarce now, 
during the war, but there is also at least an equal scarcity, as 
compared with the demand, of coal, steel, and other products 
which are normally supplied by the industrial countries to the 
countries exporting foodstuffs. When peace comes the supply of 
foodstuffs will not increase rapidly, nor will the demand fall off, 
but the demand for steel and other goods consumed in large quan- 
tities during the war will certainly not increase, while supplies 
will be offering on something like the war scale. In the circum- 
stances peace is likely to cause relative values to shift in favour 
of the countries producing foodstuffs and against the highly- 
developed industrial countries, such as England. Thus, although 
we may be able to increase the volume of our exports when the 
war is over, we may not be able to purchase an equivalent volume 
of imports, calculated at the ratio of exchange obtaining during 
the war. To take a single example, after the war we shall prob- 
ably sell more coal to the Argentine than we have done during 
it, but each ton of coal will probably buy less wheat then than 
it does now. Perhaps the strongest card in our hand for some 
years to come will be our shipping. 

We still have to consider the third cause of an external drain 
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—namely, an inflation of currency or credit relatively to other 
countries. 

There are three different cases of this problem :— 

1. The case of two countries each with an inconvertible paper 
currency. 

2. The case of two countries, one of which has an incon- 
vertible paper currency and the other a paper currency 
convertible into gold. 

3. The case of two countries, each of which has a convertible 
paper currency. 

In the first case the movement of gold between one country 
and the other is not materially affected by changes in the relation 
between the volumes of the two currencies, and, in any event, 
this case does not concern us at the moment. 

The second and third cases do concern us. Any country with 
a convertible currency which maintains specie payments fixes 
the commodity price of gold at the commodity price of paper. 
Hence, if such a country inflates its currency, it will lower the 
price of gold in terms of commodities, and, as a result, it will 
tend to lose gold even to a country with an inconvertible paper 
currency. That is so because, at some point in the ratio of ex- 
change between goods and gold, the inconvertible paper country 
is certain to prefer gold to goods. 

England has to face the position covered by each of the last 
two cases, and it appears to me that it is by no means improbable 
that as the result of inflation she will after the war be offering 
gold or promises to pay it at a price in terms of commodities which 
will attract not only the countries with convertible currencies, 
but even some of those with inconvertible currencies. I am not 
arguing against Professor Wicksell’s hypothesis, with which I 
am inclined to agree, that after the war Germany and nearly the 
whole of Europe will be ready to offer gold for commodities rather 
than commodities for gold. Europe may offer gold, but there 
are plenty of countries able to absorb it. The United States, 
Japan, India, Canada, Australia, the Argentine, Brazil, Chile, 
all of these, and many others, are almost certain to take gold in 
exchange for commodities at a price. 

Tf inflation does produce such a position in England, I believe 
that a continued limitation of specie payments will be the only 
sound policy. A severe contraction of credit is a very harmful 
remedy and not necessarily an effective one. The other method 
of staving off the drain is to borrow abroad, if possible. But in 
the circumstances of our hypothesis this would be fatal as a con- 
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tinuing device. It is madness to attempt to keep down the com- 
modity price of gold on a market which has all the appearances 
of rising by continuously selling a bear of it. In the end the 
credit of the seller must give out, and the crash will be all the 
worse for the postponement. 

I have endeavoured to show that we need not suffer from the 
internal drain when peace comes, but that the external drain will 
be a very real and serious danger, a danger threatening our free 
gold market, the sterling bill, our position as a financial centre, 
and all the advantages, direct and indirect, which they bring 
to us. 

OswaLp T. Fak 
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THE BANK RESTRICTION OF 1797 


THE nearest parallel to the great war of our own day is to be 
found in the wars of the French Revolution and Empire. Some- 
what less concentrated and more intermittent, those wars shared 
with it, nevertheless, the terrible characteristics of economic ruth- 
lessness and world-wide extent. The economic protagonists were 
France and England. For both the economic strain made itself 
apparent in grave currency difficulties. In the case of France 
these difficulties belonged chiefly to the early years of the war. 
The assignats have taken their place in history as the classical 
example of paper-money made worthless by over-issue. After 
their final collapse in 1796 French finance reverted perforce to a 
metallic basis, and so remained till 1815.1 In England the cur- 
rency difficulties began just when those of France ended. The 
restriction of cash payments by the Bank of England occurred on 
February 27th, 1797, and continued throughout the war, ending 
only in 1819, four years after the conclusion of peace. 

The currency difficulties in England differed completely from 
those of France, occurring as they did in a highly developed credit 
system which had already been adapted to finance a great mer- 
cantile and industrial organisation, and the continuity of which 
was disturbed by no revolutionary outbreaks. In the preceding 
generation, to the credit facilities provided by the Bank of England 
for the great London merchants there had been added 
a network of country banks providing similar facilities all over 
provincial England. These banks, like the Bank of England, 
issued notes. They also received deposits, but cheques had not 
yet come into such general use as to make a deposit on current 
account a convenient medium of payment. This extension of 
banking was naturally not exempt from those disagreeable evi- 
dences of the instability of credit, periodical financial crises. One 
such crisis had occurred in 1783, and after an interval of ten years 

* The Bank of France had to suspend cash payments more than once, but 


in those days its circulation played a modest part in the business of the 
country. Far the greater part of transactions were in specie. 
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credit was in a state of dangerous inflation when the outbreak of 
war, with the consequent revision of values, in January, 1793, 
precipitated another. At that time Bank of England notes did 
not circulate to any great extent far from London, but the 
country banks held part of their reserves either in Bank of Eng- 
land notes or in deposits kept with London banks. There were 
no bank-notes below £5, and (till 1795) no Bank of England notes 
below £10. There was very little silver coin, and for the all- 
important purpose of the payment of wages and for retail pur- 
chases gold coin (guineas, half-guineas, and seven-shilling pieces) 
was indispensable, and the characteristic of a crisis was always 
an urgent demand upon the Bank of England for gold to be sent 
out to the provinces. The usury laws, limiting interest to 5 per 
cent., were a serious obstacle to an efficient control of credit. In 
1793 the Bank of England endeavoured to cope with the crisis by 
restricting credit: it refused to lend. The natural result fol- 
lowed : solvent firms were threatened with failure. The Govern- 
ment intervened and obtained statutory powers to make advances 
to merchants. The advances were not made in cash, which the 
Government could only have obtained from the Bank itself, but 
in Exchequer bills. The merchant, embarrassed with a stock of 
commodities on which no banker would lend, was thus provided 
with a security which he could get discounted. Having gained the 
power of borrowing he could afford to see his cash balances fall, 
and the demand for guineas was relaxed. In the end the whole 
amount of £3,855,000 advanced by the Government was repaid 
by the borrowers. 

At the beginning of the war there was no appreciable financial 
strain on the Government. The financial year in those days 
ended in October. In the year 1792-3, which included eight 
months of war, little was borrowed, and in 1793-4 only about 
10 millions (the revenue being about 18 to 19 millions). It was 
in the course of 1794-5 that the difficulties began. In that year 
the deficit met by borrowing was 20 millions, besides a guaranteed 
loan of £4,600,000 raised for the benefit of Austria, and in the 
following year it was necessary to borrow 25 millions. In those 
days such loans put a severe strain on the national resources. 
From time to time Pitt was compelled to ask for advances from 
the Bank. The Bank was prepared to go a long way to accom- 
modate the Government, as it had done before in time of war. 
But in the spring of 1795 the foreign exchanges showed an 
ominously unfavourable tendency. The practice prevailed of 
financing the forces abroad by means of bills drawn on the Pay- 
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master-General or the Treasurer of the Navy, and payable at the 
Bank of England. When the bills arrived the Bank was expected 
to provide the money to pay them, and statutory authority had 
recently been obtained for the advances made by it for this pur- 
pose. The perpetual arrival of new bills, for the payment of 
which the Government had made no separate provision, was the 
cause of growing misgiving to the Bank, and led the Directors to 
make repeated protests to Pitt—protests which grew in urgency 
as the foreign exchanges became more adverse. The Directors 
urged him to keep down the advances for the purpose of meeting 
these bills to a maximum of £500,000 outstanding at any one 
time. In practice this was an ideal never attained ; at times they 
exceeded £2,000,000. 

At that period the most important of the London exchanges 
were those on Hamburg and Lisbon. Lisbon was important 
because most of the new supply of gold came from the mines of 
Brazil and travelled vié Portugal. Hamburg was important as 
being the great entrepét for the trade of Northern Europe. In 
normal times the exchange on Paris was quite as important, but 
though war did not necessarily interrupt the quotation of the 
exchanges between the belligerents (and indeed the Paris ex- 
change was regularly quoted in London from 1803 to 1815), this 
exchange was not quoted between October, 1798, and April, 1802. 

Germany and the other countries of which Hamburg was 
the commercial centre had silver’ currencies, and the Bank of 
Hamburg only gave credit for silver, gold being bought in the 
Hamburg market as a commodity. There was, therefore, no real 
par of exchange with London. For the purpose of quotations 
there was an assumed par price of gold, six “marks banco” (or 
96 stivers) to the gold ducat. This price, making the ratio of 
gold to silver 14°86 to 1, had become too low. In 1795 the ratio 
had reached that of 154 to 1, instituted in the French coinage by 
Calonne ten years before. The London exchange was quoted in 
schillings and grotes, banco, to the pound sterling (a schilling of 
12 grotes being 6 stivers, or 3 mark banco). At 96 stivers 
to the ducat, the gold in £1 was worth 34°34, banco. At the ratio 
of 154 it was worth 35°9. Allowing for interest for 2} months, a 
bill on Hamburg was at par when the exchange was about 36. 
In the years 1795 and 1796 the lowest price of gold quoted in 
Hamburg was 984 stivers, making the par 35. In the first 
quarter of 1795 the exchange averaged 35°7; in the second 
quarter it had fallen to 33°10}, and in the third it was no more 
than 32°54. In October the Lisbon exchange, of which the par 
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was 674 to the milreis, rose to 714, representing nearly as great 
a depreciation of sterling as in Hamburg. 

At last, in self-defence, the Directors of the Bank, recognising 
that the needs of the Government must remain paramount, decided 
that they must restrict trade discounts, and on December 31st, 
1795, they adopted a resolution limiting the total amount of bills 
to be discounted each day for their customers other than the 
Government. If on any day the bills presented for ciscount in 
the aggregate exceeded the limit laid down, a proportion of the 
bills presented by each applicant were to be returned on his hands. 
Apart from the advances to the Government, this Procrustean 
reduction of discounts gave the Bank complete control over credit, 
and at the same time the advances to the Government (of which 
the obnoxious advances on Treasury bills in reality formed quite a 
moderate proportion) were themselves steadily reduced. Having 
exceeded £12,000,000 in December, 1795, they were reduced to 
less than £9,000,000 in September, 1796. But it was not till 
October, 1796, that the foreign exchanges were restored, and 
even then the Bank was not relieved from the drain of gold. At 
last in February, 1797, the signs of a crisis appeared. An invasion 
scare precipitated it, and the gold stock of the Bank, already 
seriously depleted by the strain of the preceding two years,’ began 
to melt away. The Government came to the conclusion that the 
Bank could not stand the strain, and they obtained an Act of 
Parliament stopping the payment of its notes in cash. 

It might, perhaps, be thought that this crisis bears its explana- 
tion on its face. Did not the Bank Directors go to the root of 
the matter when they pressed Pitt again and again to keep 
down his demands for temporary advances? No doubt they were 
right in attaching so much importance to this, but a glance at the 
actual variations which occurred in these advances will show that 
the explanation of the crisis is not to be found in them. In 1793, 
the first year of the war, they averaged a little over £9,000,000. 
In 1794 they were lower, the average being about £7,500,000. 
At the beginning of 1795 they rose quickly and exceeded 
£11,000,000, and, except for a temporary rise to £12,800,000 in 
December, 1795, they varied between £8,700,000 and £11,500,000 
until the suspension of cash payments in February, 1797. At the 
moment of the crisis the advances were £10,600,000. Now in 
1791 and 1792, under peace conditions, the advances had exceeded 
£9,000,000, and it is perfectly obvious that they could be increased 


* It had been 63 millions in August, 1794; 25 millions in December, 1796; 
and fell to 14 millions on February 25th, 1797. 
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to 11 or 12 millions in time of war without threatening a financial 
cataclysm. ‘Indeed, while the Bank Directors were right to insist 
on the limitation of advances, it may fairly be contended that 
Pitt in substance complied with their demands. Though the in- 
convenient bills drawn abroad were constantly above the stipulated 
limit of £500,000, the advances as a whole were not excessive. 

But what specially agitated the Bank Directors at the time 
was that so large a part of the money raised by the Government 
was spent abroad, either on subsidies to our allies or on the main- 
tenance of our own forces. The amount so spent in 1794 was 
£8,336,000, in 1795 (besides a guaranteed loan of £4,600,000 for 
the Austrian Emperor) £11,040,000, and in 1796 £10,650,000. 
Undeniably these large remittances would have an unfavourable 
effect on the exchanges. But it must be remembered that this effect 
would be no greater than that of the investment of the same 
amount abroad in peace time. And any curtailing of the amounts 
annually invested or lent abroad, and any additional sums bor- 
rowed abroad during the war, must be set off against it. The 
operations of 1794 do not seem to have had much effect on the 
exchanges, which did not become seriously unfavourable till the 
spring of 1795. The large remittances of that year must, of 
course, have been an important contributory cause of the drain 
of specie that then set in. But so long as war expenditure is 
financed with genuine money, provided by a diminution of private 
expenditure, and not with inflated bank credits, the effect of even 
large remittances abroad will be moderate. 

Sir Francis Baring, writing in 1797, stated that the war loan 
of 1796 had been taken by subscribers of insufficient financial 
standing, who “had recourse to circulations, operations on foreign 
places, and other expedients to enable them to make good their 
payments, which produced some effect on the course of exchange, 
but still more on the rate of interest in the country, which was 
soon pushed beyond what is allowed by law to be received.” In 
so far as loans were raised from people who could not pay for 
them without borrowing, there would, of course, be a tendency 
towards unsound conditions. But if the subscribers succeeded in 
obtaining credits abroad, as Sir F. Baring suggested, the effect 
on the exchanges would be favourable-—at any rate, so long as the 
foreign credits were not called in. And in any case the disturb- 
ance of the exchanges occurred long before the war loan of 1796 
was issued. 

The critics of the Bank blamed the Directors for restricting 
discounts. The Bank restricted discounts in order to keep down 
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its note issue. Some of the witnesses before the Secret Com- 
mittee of the House of Lords, appointed immediately after the 
crisis, argued that the demand for guineas was due to this cause. 
Trade must have some means of payment; bank-notes will do, 
but if they are not forthcoming the only alternative is to ask for 
guineas. The country banks, it was said, restricted their issues 
in sympathy with the Bank of England, and hence the drain of 
gold. This argument is palpably wrong. The guineas were 
drawn out in exchange for bank-notes. It is true that a curtail- 
ment of borrowing facilities leads traders to hold larger balances, 
but those balances may just as well be in creditasin money. The 
demand for gold in exchange for credit must have been due to 
one or all of three causes—a need for gold for export, a need for 
gold as a means of small payments, especially paymenis of wages, 
or a loss of confidence in the banks. A loss of confidence in some 
of the country banks there may well have been; failures among 
them were frequent enough. Bank of England notes did not cir- 
culate much outside London, and such loss of confidence in the 
local banks would probably lead to a demand for guineas. But 


* this loss of confidence itself calls for explanation. 


Why, then, should the banks have been in difficulties? Why 
should gold have been exported? Why should guineas have been 
in demand for internal circulation? No petty little movements 
will be enough to explain so great a crisis. 

The fact is that the financial situation in England, even in 
1797, cannot be adequately studied in isolation from the financial 
situation on the Continent. For the first two years of the war 
the foreign exchanges were highly favourable to London. This 
was the period of the Terror in France, when the assignats were 
forced into circulation by all the rigours of the Committee of 
Public Safety, when the possession of a hidden hoard of gold or 
silver was a criminal offence, when everyone who had wealth in 
France was anxious to send it abroad. The countries adjacent to 
France were soon saturated with specie, and England got her 
share, as is shown by the exceptionally heavy purchases of foreign 
gold for the Mint in 1793 and 1794. The total for those two years 
was 3} millions, as compared with a normal average of about 
£650,000 a year. And, of course, more foreign gold was imported 
than was brought to the Mint. 

The fall in the exchanges began in the spring of 1795. The 
exchange on Hamburg, which was above 36 at the end of 
March, fell in six weeks to 33°6, and in August to 31°10. Even 
at 33°6 it was already profitable to send specie thither, and in 
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August it was profitable also to send it to Lisbon. This is just 
the time at which France was returning to a metallic currency. 
The Law of the Maximum, the foundation of the whole system 
of assignats under the Terror, was repealed on December 24th, 
1794. In January, 1795, a difference began to be made (contrary 
to law) between specie prices and paper prices, and soon there 
followed ever-growing complaints that farmers or merchants, first 
of all in the provinces and afterwards in Paris, refused to accept 
assignats at all. The laws limiting dealings in gold and silver 
were partly abrogated, partly ignored. By the end of the year 
the hopelessly discredited assignat had become an object of specula- 
tion rather than a means of payment. In the course of 1796 the 
Revolutionary paper-money was practically demonetised. In July, 
1796, it was stated that specie, though scarce, was sufficient to 
meet the requirements of the markets, and specie prices were 
beginning to rise. 

How intense was the pressure to send gold to France during 
this period of return to a metallic currency is proved by the quota- 
tions of the foreign exchanges on the Paris Bourse. For the 
period from August 23rd, 1795, to February 22nd, 1796 (except 
for an interval from December 14th, 1795, to January 13th, 1796, 
when the Bourse was closed), the pages of the Moniteur give us 
an almost complete series of daily quotations of the prices of gold 
and silver and of the exchange on Hamburg and some other 
places. The following table shows the monthly averages. The 
assignat being then in its death-agony, and valued at only a 
small fraction of its face value, each quotation is given at so many 


times the par value : 
Premium on 


French Foreign Hamburg Gold over 
Gold Coin. Gold Coin. Exchange. Exchange. 
Aug. 1795  ... 40-83 40-85 39°30 3-9 per cent. 
Sept. Kee 47-94 47-99 39-82 20-4 oe 
Oct. os Se 76-05 62-54 21-6 oe 
Nov. .-- 129-83 — 117-88 10-1 ms 
Dec. sie L285 — 156-97 10-1 a 
Jan. 1796... 218°99 — 197-31 11:0 fe 
Feb. w. 257-42 —_ 244-76 5-2 ee 


When it is remembered that throughout these months the 
Hamburg Exchange was from 8 to 10 per cent. against London, 
it will be seen how enormous was the profit to be made by .im- 
porting guineas from London to Paris. It was possible on 
September 20th, for example, for a man who wanted gold coin 
in Paris either to buy it at 4,650 livres per French ounce (4723 
grains English), or to buy a bill on Hamburg at 7,350 livres per 
100 marks banco, to sell the bill in London for guineas at about 
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38 schillings (12% marks) to the pound sterling, and to smuggle 
the proceeds across the Channel. As every 100 marks banco 
yielded more than £8 in English gold, equivalent to 2°1 French 
ounces, he would get 9,765 livres’ worth of gold, leaving a margin 
of 2,415 livres to pay for the cost and risk. 

But to appreciate the full significance of these figures it is 
necessary to understand that September, 1795, was precisely the 
month in which the Bank of England first began to suffer a 
drain of specie. This was expressly stated in the Report of the 
Secret Committee of the Lords, and confirmatory evidence is 
afforded by the actual text of the repeated remonstrances sub- 
mitted during the year by the Bank to Pitt. By August these 
remonstrances had become very grave, yet no actual reference 
was made to any loss of specie before the urgent warning ad- 
dressed to him on October 8th, when the price of bullion (on which 
the premium in Paris was less than on coin) was stated to be 
£4 38. to £4 4s. per ounce. 

The demand in Hamburg and Lisbon for specie from England, 
which remained intense for practically a year, was merely a reflex 
of the demand in France. The Secret Committee of the Lords 
obtained from the Customs statistics of the export of gold bullion. 
The exports recorded in 1795 and 1796 were almost negligible. 
At first sight this seems to show that, whatever the intensity of 
the demand for gold on the Continent, England escaped with a 
trifling loss. But the Customs figures are really worthless. The 
export of guineas, or even of gold melted down from guineas, was 
prohibited, and though gold melted from guineas was often ex- 
ported with a false declaration, it was also often exported secretly. 
When receiving a deputation from the Bank on February 5th, 
1796, Pitt mentioned that, according to the British resident at 
Hamburg, a large consignment of guineas had been sent thither 
in the packet from Yarmouth and melted down. As the direct 
demand came from France, it seems probable that much of the 
gold was surreptitiously sent across the Channel. There would, of 
course, be no Customs declaration even of French gold coin so 
shipped to an enemy. By April, 1796, the Hamburg exchange was 
no longer quite so unfavourable, though it did not rise consistently 
above the export specie point till the autumn. The Lisbon 
exchange, which was less important, was very adverse all through 
the summer of 1796, and only fell to par in October. The slow 
effect of the drastic contraction of discounts put into operation by 
the Bank in December, 1795, shows how great was the pressure 
to be resisted. But even when the export of gold was stopped 
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the crisis was not over. The large additions made before the turn 
of the tide to the stock of gold had had the effect of stimulating 
and hastening the revival of trade, which was in any case likely 
to follow the crisis of 1798. According to Jevons’ index number, 
prices, which had risen from a level represented by 93 in 1792 to 
99 in 1793, had stopped short at 98 in 1794, and then sprang up 
to 117 in 1795 and 125 in 1796. Certainly a part of this sensa- 
tional rise of prices was due to war conditions, which created new 
demands and interrupted various sources of supply, but there is 
no doubt at all that it was in part due to credit inflation. Though 
it was said that the country banks had not increased their issues 
to the level of 1792-8, it was recognised that a great part of the 
reduction which then occurred had been recovered. The sequence 
of events was exactly what might be expected. First an influx 
of gold, then an expansion of credit, then a demand for legal 
tender money for internal circulation, a demand which could only 
be supplied by guineas. But for the violent movements of gold 
on the Continent, the demand for guineas might have been sup- 
plied without any excessive strain on the Bank. The coincidence 
of the external and internal demands for gold necessitated the 
restriction of discounts by the Bank of England. Credit was suc- 
cessfully contracted, the foreign exchanges were turned in favour 
of London, but, as usually happens, the internal demand for 
guineas was not immediately stemmed. And, what was more 
serious, the contraction of credit meant a heavy fall of values; 
Jevons’ index number for 1797 was only 110, a fall of 12 per cent. 
from that of 1796. <A fall of values means the failure of mer- 
chants, and the failure of merchants means the failure of banks. 
Hence the loss of confidence, which accentuated the demand for 
guineas. But the actual number of failures in the year was not 
very much above the average, and was far below the heavy total 
of 1793. The distrust by itself would have produced little effect 
but for the persistent drain of gold to which the banking system 
of the country had been previously exposed. When the crisis 
came it was appeased not by special advances of credit such as 
were made by means of the Exchequer bills in 1793, but by the 
issue of Bank of England notes of small amounts (one and two 
pounds), such as could take the place of gold in the payment of 
wages and in retail transactions. 

It is a curious feature of the Bank restriction that the notes 
of the Bank were not made legal tender till 1812. They were 
accepted by the Government in all payments, and the principal 
merchants and bankers formally agreed together to accept them. 
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This was enough to establish them as the accepted means of pay- 
ment, although legally they were nothing more than debts of 
the Bank of England, which the Bank was expressly forbidden by 
law to pay in legal currency. The restriction was ostensibly tem- 
porary, but was prolonged from time to time. The Peace of 
Amiens in 1802 did not bring it to an end, and on the renewal of 
war in 1803 it was enactéd that the restriction should last till six 
months after the end of the war. In 1811 (when the controversy 
raised by the report of the Bullion Committee was in full swing) 
Lord King demanded payment from his tenants in coin as being 
the sole legal tender. Even then the bank-note was not imme- 
diately made legal tender, but an Act was passed forbidding any 
differentiation between coin and paper, so that paper, if it cir- 
culated at all, as it was bound to do in the almost complete absence 
of coin, could only circulate, or discharge a debt, at par. This 
ensured that the money of account should be tied up with bank- 
paper and not with gold. At last in the following year the bank- 
note was expressly made legal tender. 

After the crisis of February, 1797, the effect of the contraction 
of discounts, which had been in operation all through 1796, made 
itself felt on the internal drain as it already had some months 
before on the external drain of gold. Confidence was quickly 
restored, and the foreign exchanges grew more and more favour- 
able, the usual consequence of the contraction of credit and 
lowering of values in a country which has passed through a crisis. 

At the time, however, it seemed paradoxical that the English 
crisis was hardly over, and the currency definitely established for 
the time being on a paper basis, before the Hamburg exchange 
started rising. By April it was above 36, and by August above 
37. In December it touched the quite exceptional maximum of 
38°5. For 1798 the average was 37°74, and the exchange re- 
mained consistently above 37 till the spring of 1799. In the 
first instance, London had suffered more severely from the French 
demand than Germany. Notwithstanding hostilities, proximity 
had counted for something, and since the adoption of the ratio 
of 153 to 1 in 1785, gold was no longer undervalued in France 
as compared with silver. War finance weakened the Bank of 
England’s power of resistance, and the English credit system 
succumbed first. But the German system did not outlast it for 
long. In the summer of 1799 the inevitable collapse came. 
There were many failures, and such was the stringency that the 
exchange, which had still been at 36 in June, had fallen to 32 
by the beginning of October and to 30 in the following year. In 
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May, 1800, gold began to be quoted at a premium in London, 
the price being £4 5s. an ounce, or 9 per cent. above the Mint 
price of £3 17s. 103d. 

This was the beginning of the depreciation of the Bank of 
England note. It is not easy to find a satisfactory measure of 
the depreciation. Three tests may be applied: the prices of 
bullion and specie, the foreign exchanges, and the prices of com- 
modities. The first is the most direct. The premium on gold 
measured the departure from the gold standard. But gold was 
needed only as the means of remittance, and as nearly all our 
trade was with silver-using countries, the gold market was in an 
artificial condition. For long periods there was no market at all. 
There was no quotation from March, 1802, to April, 1804, nor 
from October, 1805, to February, 1809. Silver is therefore a 
better test than gold. We have a. nearly continuous series of 
quotations either for standard silver bars or for Spanish dollars 
or for both. The ratio of gold to silver always gravitated towards 
that of 153 adopted in France, at which the price of standard silver 
was 60'84d. and that of Spanish dollars 59°3d., and the premium 
as compared with these prices gives a fair approximation to the 
measure of depreciation. Silver and gold, however, being both 
merely the means of remittance, the market for them was prac- 
tically one with the market for foreign exchange, in so far as the 
foreign currencies dealt in were on a specie basis. Portugal, 
which had been important as the channel through which Brazilian 
gold reached Europe, lapsed into a paper-money régime. Amster- 
dam after the French invasion lost much of its business as a 
great financial centre. There remained, as the principal exchange 
markets on the Continent, Hamburg and Paris. From 1802 
onwards the London exchange on Paris was regularly quoted, 
notwithstanding the war; nor was the quotation of the London 
exchange on Hamburg suspended during the French occupation. 
But war plays havoc with specie points. In 1810 the actual cost 
of sending silver between London and Hamburg was estimated 
at from 14 to 2 per cent., but insurance, which in peace was about 
10s. 6d. per cent., was an incalculable factor; it might be 4 per 
cent., or more, or less. In 1811 the average price of silver 
dollars in London was under 6s. an ounce. For £1 it was possible 
to purchase 34 ounces, containing 3 ounces of fine silver, which 
at Hamburg would be worth about 11 marks banco, or 29 schillings 
4 grotes. For the same year the exchange on Hamburg averaged 
24°11, so that a profit of nearly 18 per cent. was to be made by 
sending silver. In some other years at about the same time the 
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disparity, though not so great, was still substantial, the explana- 
tion being undoubtedly that Napoleon’s Continental system threw 
obstacles in the way of the transmission of silver. Contem- 
poraneously the exchange in London on Paris was in as artificial 
a condition. 

For these reasons the prices of the precious metals and the 
foreign exchanges do not give an unquestionable measure of 
depreciation. There remain the prices of commodities. An index 
number, measuring the purchasing power of money, is in some 
respects the most perfect test of depreciation. But it does not 
pretend to measure the deviation from the metallic standard. 
And in constructing an index number we have to be content with 
such price records as we can get. Jevons obtained a series of 
index numbers from the statistics of prices collected by Tooke 
in his History of Prices. These prices, of course, covered only a 
limited range, and index numbers do not distinguish between 
a rise of price due to scarcity and a rise due to currency inflation. 
During the latter years of the war prices were violently disturbed 
by the desperate economic warfare. 

Jevons calculated both paper and specie prices. ‘The 
actual quotations were, of course, in paper. From them 
he obtained the specie ‘prices by abating the premium on gold, 
but unfortunately he used a table of average prices of gold given 
by Tooke, which was, as he himself suspected, inaccurate. The 
inaccuracy was more serious even than he supposed, for neither he 
nor the other writers who used Tooke’s figures seem to have 
observed that they refer to the year ending February 1st, with 
the result that they are practically one year wrong; so that, for 
instance, to the year 1816, when the maximum price of gold as 
returned to the Committee of 1819 was £4 2s. and the average 
barely £4, is attributed an average of £4 18s. 6d.1 

However, the long intervals when the quotations for gold 
were either non-existent or nominal make it impossible to con- 
struct a table of specie prices on the basis of the price of gold 
alone. When both gold and silver were quoted their prices 


1 In his Thoughts and Details on the High and Low Prices (1823) Tooke heads 
the table “‘ Account of the average market price of gold . . . from February 
1800 to February 1821, extracted from Mr. Mushet’s tables,” but in his History 
of Prices (Vol. II, 1838) he omits all mention either of February or of Mr. Mushet, 
and describes the table as “ from official documents.” For some reason which I 
have not fathomed, Mushet’s tables in his Gain and Loss to the Fundholder 
(1821) do not correspond exactly with Tooke’s, one of his figures differing by as 
much as 4s. and two or three others by 2s. But Mushet states quite clearly that 
they run from February 1800 to February 1821, and his examples show that he 
means from the year ended Ist February 1800, to the year ended Ist February 
1821, inclusive. 
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usually corresponded nearly to the prevailing ratio of 154, and 
therefore the price of silver may be taken as a fairly trustworthy 
test of specie prices. In the following table are shown the prices 
of gold and silver and of bills on Hamburg and Paris, expressed 
on a percentage basis, par in each case being £100. The last 
three columns show Jevons’ index numbers of prices, the com- 
puted prices in silver, and the ratio of gold to silver at Ham- 
burg :— 


Percentage Values. 


Commodities. 
a, 


Specie 
Exchange Exchange Actual prices Ratio of 
Gold. Silver. on Paris. on Hamburg. prices. (Silver). Gold to 
Par. £3178. 104d. 60-84d. 25-22 Fr. 36s. banco Prices Prices Silver at 


per oz. per oz. per £. per £. of 1782. of 1782. Hamburg. 
1797 100°0 102-6 —_ 98 110 107-2 15-41 
1798 100°0 100-1 —_— 96 118 117-9 15-59 
1799 — 106-7 —_— 103 130 121-9 15-74 
1800 107°0 113-5 —_ 113 141 124-3 15-68 
1801 109-0 117-3 — 113 153 130-5 15-46 
1802 _— 113-7 105-7 109 119 104-8 15-26 
1803 — 111-9 102-9 105 128 114-4 15-41 
1804 103:0 108-3 100-1 101 122 112-7 15-41 
1805 103°0 107-4 98-8 103 136 126-7 15-79 
1806 _— 110-5 103-0 105 133 120-4 15-52 
1807 —_ 110-2 103-5 104 132 119-8 15-43 
1808 — 107-1 108-4 106 149 139-2 16-08 
1809 — 110-4 123-3 121 161 145-8 15-96 
1810 _ 113-9 121-6 120 164 144-0 15-77 
1811 123-9 120-7 139-1 144 147 121-8 15-53 
1812 130-2 126-5 131-2 128 148 117-0 16-11 
1813 136-4 136-7 128-6 130 149 109-0 16-25 
1814 124-4 1243 116-4 119 153 123°1 15-04 
1815 118-7 117-5 115-6 114 182 112-3 15+26 
1816 102-9 100-9 99-6 100 109 108:0 15-28 
1817 102-2 104-3 102-0 102 120 115-1 15-11 
1818 104-6 106-5 104-3 105 135 126-7 15°35 


The figures for gold, silver, and the foreign exchanges are 
based on the Appendices to the Reports of the Lords and Commons 
Committees on the Resumption of Cash Payments in 1819. Before 
1811 the quotations for gold are spasmodic, never ccvering a 
complete calendar year, and the averages are therefore not 
reliable. For a number of years the figures for silver are based 
not on standard silver, but on dollars (with a par of 59°3d.). The 
ratios in the last column are taken from Soetbeer. The foreign 
exchange columns give the premium on francs and banco money 





i.e., the pars ought strictly to be given as 9°515d. to the franc, and 
6%d. to the banco schilling. 
The statistics show a general tendency towards increasing 
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depreciation, reaching a maximum rather before the end of the 
war. But this general tendency is broken by very considerable 
fluctuations. The maximum index number, both for paper prices 
and for specie prices, comes in the years 1809 and 1810. The 
maximum depreciation as tested by the foreign exchanges comes 
in 1811. As tested by the prices of gold and silver, it comes in 
1813, the last complete year of war. 

Space would not permit of a detailed examination of the 
various causes which contributed to produce this depreciation, or 
of the heated political controversies that were occasioned by it 
from 1810, the date of the Report of the Committee on the High 
Price of Gold Bullion, till 1819, when cash payments were finally 
resumed. It will be sufficient here to point out two or three 
salient factors. With the beginning of the Peninsular War in 
1809, and still more with the great military coalition against 
Napoleon in 1813, the strain of war finance became greater than 
ever. The unfunded debt grew from £14,000,000 in 1802 to 
£57,000,000 in 1814. Napoleon’s Continental system, based on 
the complete exclusion of British trade from Europe, began in 
1806, and was made rigorous with the annexation of Holland and 
Hamburg in 1810. Another important influence was an acute 
financial crisis to which all the commercial centres of the Con- 
tinent were subject in 1811, and from which credit on the Con- 
tinent did not really recover till after the end of the war. The 
effects of the corresponding crisis in England, which occurred in 
1810, were staved off at the cost of an inflation and consequent 
depreciation of the paper currency. But they were only post- 
poned, and in 1814 peace brought a disastrous fall in values which 
almost extinguished the premium on gold at the cost of a terrible 
tale of bankruptcies and a period of extreme depression and 
distress. R. G. HAWTREY 


No. 109.—vou. xxviii. F 








REVIEWS 


The Value of Money. By B. M. Anperson, Jun., Ph.D., 
Assistant Professor of Economics, Harvard University. 
Author of Social Value. (New York: The Macmillan Co. 
1917. Pp. 610.) 


“THE theory of the value of money is a special case of the 
general theory of value... .” 

“Value is not a ratio of exchange or ‘ purchasing power,’ but 
is an absolute quantity prior to exchange. . . .” 

“Economic value is a species of the genus, social value, co- 
ordinate with legal value and moral value. . . ” 

“The value of money, being a special case of economic value, 
is subject to the same general laws. . . .” 

These propositions are taken from a summary in which the 
author recapitulates theorems propounded in the first two parts 
of his treatise, constituting about two-thirds of the entire work. 
Thirty-six articles are required to sum up the reformed economic 
faith. Or, rather, only the fundamental doctrines are set forth 
in this confessio fidei. On this basis is reared a superstructure 
of higher theory, culminating in a sublime topic, ‘the reconcilia- 
tion of statics and dynamics.” 

We shall not attempt to sketch the imposing system as a 
whole. We shall direct attention to some important points, with 
respect to which we either dissent from the author or suspend 
our judgment. 

Agreeing with Dr. Marshall as to the relation between cost 
of production and value, we disagree from the following state- 
ments :— 


To the Austrian economists we owe a rational theory of costs... . 
Value causation comes ultimately, not from the side of supply, but from 
the side of demand. . . . ‘The real cost doctrine of the Classical School has 
failed” . . . “itis virtually only as a pecuniary doctrine, costs from the entre- 





1 See Principles of Economics as to Cost of Production passim, and as to Mill, 
Book v, ch. iii, § 2, p. 339 note (ed. 6). 
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preneur point of view, that the cost doctrine is met in modern theory. 
Cost as conceived by Mill is a superficial pecuniary notion ’ (Chapter III). 


Our attitude towards other pronouncements is more neutral. 
They produce no conviction, but they provoke no contradiction. 
We have no strong opinion about the relation of the individual 
to society—with what truth an “organic unity” may be pre- 
dicated of minds. We do not deny that “absolute value” may 
be attributed to money in some intelligible sense. We have not 
carefully compared the doctrines of Wieser, Mises, and Schum- 
peter as to marginal utility. We do not feel qualified to pro- 
nounce on the distinction drawn by one of them between the 
“inner objective value of money ” and the “‘outer objective value 
of money ” (Ch. V.). 

We are disposed to agree with the author’s dictum that the 
ultimate test of scientific theory must be practice—the capacity 
to solve problems. But we are not convinced that the new theory 
of social value would come out well from the test. .Consider the 
following questions. If tbe money incomes of a class be in- 
creased ceteris paribus, in what circumstances is it possible that 
they will buy less than before of certain commodities? Is it true 
that if a rise in the price of bread raises the marginal utility of 
money to the poorer classes, they may consume more bread.’ 
Marginal utility as used by mathematical writers seems more 
adequate to resolve such knotty problems than the new refine- 
ments. 

Fortunately on the flood of dialectics some stray facts are 
found floating. The particulars given about the ways of business 
seem to us more valuable than the general theories which they 
are intended to illustrate. Thus, after perusing the chapter 
(Ch. XXIII.) which deals with credit in general, we do not find 
ourselves much wiser. But the following chapter, which deals 
with credit in relation to bank assets and bank reserves, contains 
some interesting information. 1t appears that only a small por- 
tion of the assets held by American banks can be regarded as 
liquid. Only a very small portion consists of “commercial paper ” ; 
and of the rest not so much as might be supposed is immediately 
available. The following case is described as typical :— 


A New York bank is at present lending to a small manufacturer of 
automobile supplies about $30,000. Of this, about $10,000 is liquid, periodic- 
ally covered by ‘‘bills receivable,” and if the bills receivable should fail, 
in the period in question, to cover the $10,000, the bank would insist on a 





1 See Economic Journat, Vol. xxv (1915) pp. 47, 61, 190, referring to 
Marshall (Principles of Economics, Book iii, ch. vi, sec. 4), who refers to Giffen. 
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reduction of the loan. The remaining $20,000, however, is not liquid. It 
was spent for non-movable equipment; the bank expects to renew the notes 
for this sum periodically, and is well aware that it could not force collection 
without bringing the business to a close—or else forcing the Soahory to get 
accommodation “elsewhere.” 


Loans on the security of crops having a natural term may be 
considered liquid; loans on animals being fed for the market 
belong to the same category. But of the loans on the security 
of livestock fully two-thirds are to breeders and not feeders, and 
hence are not liquid. We accept the facts about bank assets on 
the writer’s authority. We do not endorse his theory that the 
function of bank reserves is entirely “dynamic ’’: “the static law 
of bank reserves is that none are needed.” 

The characteristics which we have attributed to the work as 
a whole are noticeable also in that part of the work to which we 
would direct the reader’s special attention : Part 1I, in which the 
quantity theory of money formulated by Professor Irving Fisher is 
disputed. Here, too, the facts appear to us more important than 
the theory. The higher theory of statistics which deals with index 
numbers seems to be ignored when it is asked, with reference to 
“T,” the denominator in Professor Fisher’s expression for the 
price-level, “how does one sum up pounds of sugar, loaves of 
bread, tons of coal, yards of cloth, etc.?’’ ‘““T’’ is equally increased 
by adding a hundred papers of pins, a hundred diamonds or a 
hundred newspapers ’’—and so forth.!. While we differ from our 
author’s statistical reasoning we are almost indifferent about the 
logical issues for which he contends hotly, the questions raised in 
passages such as the following :— 


‘Rapidity of circulation, whether of money or of goods, is not a causal 
factor independent of prices, but rather in part depends on prices”... 
‘the first change in the situation may appear in prices themselves ” (Chap. 
VI.). ‘Particular prices can and do rise without a prior increase in money. 
or bank deposits, or change in the volume of trade, or in velocity of money 
or deposits, and also without compensating fall in other particular prices.” 

“The cause is with the prices.” (Chap. XV.) 


The statement last cited refers to the following clean cut 
apophthegm :— 


“Suppose we assume a combination of employers of maidservants which 
forces down the wages of maidservants from $20 to $10 per month. 
The masters now have $10 a month each more to spend. . The mii 
servants now have $10 each less to spend. . These lest. ine changes 
exactly neutralise one another. The first change, in the price of domestic 





* See on this and other points connected with the attack on Professor Fisher’s 
theory Currency and Finance in Time of War. By the present writer. 
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service, remains unneutralised. The general price-level is, then, lowered 
by a cause acting from outside the equation of exchange directly on prices.’’ 


Commenting on this example, our author well says “‘ the 
equation is kept straight by a reduction in velocity.” He had better 
have said no more. When he goes on to locate the cause of the 
fall in the price-level we are reminded of a reflection made by 
Jowett in a lecture on ecclesiastical history: ‘How much effort 
has been wasted in attempting to answer questions which ought 
never to have been asked! ”’ 

We come to something more tangible when Professor Anderson 
instances cases of barter which are not taken account of in the 
equation of exchange constructed by Professor Fisher. There is 
barter in its simplest form, expressed in advertisements of the 
type : ““ Wanted to trade a well-trained parrot for a violin.” Again, 
there is the practice of taking as part payment for a new sewing- 
machine or automobile the similar thing which the buyer is dis- 
carding. A more important case of (virtual) barter is formed by 
the stock and produce exchanges, by means of which the use of 
money is greatly economised. 

The omitted transactions appear to us to be of a magnitude 
which relieves the equation of exchange from the imputation, 
sometimes attributed to it, of being an identical proposition. On 
the other hand, the omissions are not so serious, but that they may 
be, so to speak, jumped in the inductive leap from the known to 
the unknown. A wider chasm is disclosed when it is alleged that 
the transactions which occasion the flow of (credit) money desig- 
nated by M’ V’ are for the most part not of the kind contemplated, 
not of the species represented by items in the volume of business, 
T. The huge total of about a billion dollars, 200 million pounds, 
per day is said to be made up principally of cheques, drawn in the 
course of speculative sales and loans between brokers. A “morning 
loan” may occasion the creation of three or more cheques. 
“Cheques fly about recklessly in Wall Street, and men will turn 
over money many times if an eighth of 1 per cent. or less can 
stick by the way on a good sum” (Ch. XIX.). If this account of 
the ingredients which go to make up the monetary flow is 
accurate, it certainly seems primd facie that some alteration, not 
indeed in the principle, but in the details, of Professor Fisher's 
calculation is required. But our readers may be advised to sus- 


pend their judgment until they hear the other side. 
F. Y. EpGEWworRTH 
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Principles of Money and Banking. A Series of Selected Mate- 
rials, with Explanatory Introductions, by HARoLD G. Mout- 
TON. (Chicago: The University Press. 1916. Pp. 283+ 


502.) 

Readings in Money and Banking. Selected and adapted by © 
CHESTER ARTHUR PuHiuuips. (New York: The Macmillan 
Co. 1916. Pp. 845.) 


PROFESSOR MovLtTon attempts to combine in one volume the 
uses of a formal text-book and of collateral readings. He appears 
to us to have obtained a large measure of success in this attempt. 
He has avoided what he calls the “dogmatic tendencies of the 
text-book method,’’ ill-adapted to a dialectical subject such as 
political economy. Indeed, his experience as a teacher even 
leads him to think that a text-book had better not be used by 
students of these selections. He hopes to retain the suggestive- 
ness of collateral readings without their usual bulkiness and 
admixture of irrelevant material. This advantage is obtained at 
a certain cost when it is necessary to ‘‘adapt,’’ in our author’s 
phrase, an extract from a classic. For example, with reference to 
“reasons for debasing the standard’’ we have a piece adapted 
from Hume consisting of three paragraphs. The last paragraph 
consists of the well-known passage in which it is said that ‘‘ when 
money begins to flow in greater abundance everything takes on a 
new face . . . and even the farmer follows his plow (sic) with 
greater alacrity and attention.” The first paragraph, referring to 
the ‘‘operations of the French king on the money,”’ occurs in 
Hume’s essay later by about a page than the passage about the new 
face. The second paragraph in Professor Moulton’s version is 
taken from one of Hume’s notes. The editor has put together these 
disjecta membra very skilfully. He restores organic unity like 
the surgeon who welds together portions of a fractured bone with 
a piece of bone taken from some other part of the body. The 
loss of literary form is thus reduced to a minimum. It is fully 
compensated by the abundance of matter for which room is thus 
made. 

It would be impossible here to illustrate adequately the variety 
of topics presented in this series of excerpts, which number nearly 
400, occupying on an average each about two pages. We should 
mention particularly one subject to which our author directs 
special attention in his Introduction. He remarks that the discus- 
sion of banking is usually too much confined to such banks as 
create media of exchange in the form of notes and cheques. ‘‘Over- 
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emphasis on the demand nature of the deposit has too frequently 
been accompanied by an under-emphasis, if not a total ignoring, 
of the actual uses to which the funds borrowed on short time are 
devoted.’’ Accordingly, several ‘‘readings’’ are adduced to 
illustrate the réle played by the “investment banker ’’ or financier 
in modern business. Under the head of “Investment Banking 
Institutions” savings banks (A) and investment banks or bond 
houses (B) are distinguished. Under heading A there are ranged 
thirteen pieces—the one on the liquidity needed in savings bank 
investments appeared to us particularly interesting. It seems to 
be the opinion of experts that every such bank should have a good 
percentage of its funds invested in readily convertible securities. 
The bond business is of enormous magnitude. It appears that 
nearly $2,000,000,000 of bonds are marketed annually in the 
United States. A “bond’’ in this connection is well described 
by Theo. H. Price as an instrument of credit which “provides a 
means whereby the immobile or undeveloped assets of a deserv- 
ing enterprise may be pledged to secure the money which should 
be used to extend still further the field of beneficent activity.’’ 
“Tt is the gift of imagination and the quality of constructive 
optimism that differentiate the banker from the moneylender.”’ 
“The great bankers control the water-gates through which the 
public money flows to irrigate the fields of industry.’ 

In this connection we should like to have had the views of 
experts upon the corresponding institutions—whether or not 
called banks—in this country. But the author has not been able 
to find room for the banking systems of Europe. Foreign 
exchanges and the controversy as to the relation between the 
quantity of money and the level of prices have likewise been ex- 
cluded by the limitations of space. 


Professor Phillips’s Readings are, in some respects, comple- 
mentary to Professor Moulton’s selections. Treating his topic 
somewhat less exhaustively, Professor Phillips is able to cover 
more ground. Thus the banking systems of several countries, 
Canada, England, Scotland, Germany, South Americen countries, 
form each a separate chapter, each chapter containing extracts 
from several authorities. Again, foreign exchange has a chapter 
to itself; a chapter consisting of sixteen excerpts. There is a 
symposium on the relation between money and general prices 
based on the proceedings of the American Economic Association, 
1910. We may notice Professor Carver’s acute remark that if 
an increased demand for agricultural products should be attended 
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with an increase in the marginal cost of production, a larger 
supply of money would be required. There is also a chapter on 
index-numbers, consisting of the article on that subject in Pal- 
grave’s Dictionary. 

Professor Moulton, like Professor Phillips, has to make room 
for many things by omitting much. The omissions seem to have 
been made judiciously. Thus, with reference to the Federal Re- 
serve system, Professor Sprague’s article in the Quarterly Journal 
of Economics (1914) is cited with the omission of one section, 
that on ‘‘ Clearing Functions,’’ the one which can, perhaps, best 
be spared, as dealing with somewhat problematic questions relating 
to the future. It would be hard to say which author skips most 
skilfully. Thus, in the racy extracts from Eggleston’s Recollec- 
tions as to the Confederate Currency, both writers retain the 
statement that gold was at a 12,400 per cent. premium. Both 
reproduce the epigram, “‘ Before the war I went to market with 
the money in my pocket and brought back my purchases in a 
basket ; now I take the money in the basket and bring the things 
home in my pocket.’’ But Professor Phillips omits the anecdote 
of the cavalry officer who inquired the price of a pair of boots. 
“Two hundred dollars,’ said the merchant. A _five-hundred- 
dollar bill was produced, but the merchant could not change it. 
“Never mind,” said the cavalier, “I'll take the boots anyhow. 
Keep the change.’’ On the other hand, Professor Moulton does 
not include the physician, who would order from a planter whom 
he was visiting ‘‘ ten or twenty visits’ worth of corn.’’ ‘‘ The 
visits would be counted at ante-war rates, and the corn estimated 
by the same standard.” 

We hesitate which of the two versions to prefer; and more 
generally which of these useful compilations most to recommend 
to students and teachers. F. Y. EDGEWORTH 


War Finance. By J. SHieLpD NicHOLSON, Professor of Political 
Economy in the University of Edinburgh. (London: P. S. 
King and Son. 1917. Pp. xxiv+480. 8vo. Price 10s. 6d. 
net.) 

As Adam Smith “always carried his cane on his shoulder as 


a soldier does his musket,” so Professor Nicholson “in the present 
disturbances ” always wields his penas a sharpand shining sword. 


Here he urges us on, there he waves us back to rectify our 
position. He exhorts, he warns, almost he denounces, ever in 
the thick of it and concentrating upon the things that matter, 
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never in doubt whither we should go, making equally clear the 
objective and the reasons why we should take it. His collected 
war papers now published stir like a trumpet, and with no un- 
certain sound. He is not out for any academic or dialectical 
triumph, but offers definite counsels of policy on war finance. 
Those who agree with him will be glad to find their views so 
trenchantly and elegantly. stated. Those who differ have yet to 
find a champion who can do more than scratch the armour of 
so doughty a challenger. 

The volume falls into two parts. Part I. contains the longer 
pieces, which have appeared in the Economic JOURNAL or been 
noticed in its pages. Part II. consists of forty-three articles con- 
tributed to the Scotsman between August 3rd, 1914, and July 
25th, 1917. The second part will be new to most of our readers. 
It is possible, and, indeed, too frequent in practice, for writers 
on war finance to be non-committal, definite only in platitudes 
and generalities, and safeguarded by proviso against refutation 
by future developments. But this is not Professor Nicholson’s 
way. Every article has, as the Americans say, a punch in it. 
That it should be possible after more than three years to reprint 
these articles without change or need of change, and to claim 
that “the dangers foretold of the neglect of well-tried economic 
principles have been only too fully realised,” is striking testi- 
mony of their permanent and practical value. But “any satis- 
faction that might be felt in the accuracy of the forecast in these 
papers is overwhelmed by the fear that even now the warning 
from the past will not be heeded.” In their present form the 
articles will secure a wider audience and render still greater 
service to the public. 

In the vigorous Preface added to the papers the author sum- 
marises his indictment. The main charges against our financial 
policy are inflation, extravagance, and a careless opportunism. 
“In the actual conduct of the war we have acknowledged and 
amended great mistakes: witness the Dardanelles and Meso- 
potamia. In diplomacy also we erred, repented, and reformed. 
... . But in regard to our economic and financial policy no mis- 
takes are admitted. We speak with the complacency of a 
heathenish Turk of war prices and war extravagance and back- 
sheesh as if they had been inevitable. Granted, that from a 
balancing of various causes some rise in prices was probable and 
some extravagance unavoidable, it is foolish to say that none of 
the causes are under human control, and that we must go on 
in the way we have begun. In economic affairs everything turns 
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on degree... . We have to steer between the too much and 
the too little.” 

The argument, in a word, is that Government has struck the 
snag of “too much.” Its emergency measures have gone too 
far and been continued too long. It has paid too much for the 
use of capital and for the services of labour. The war bonus 
has spread like an ill weed over every field of the nation’s activity. 
Capital in all its forms has had its bonuses and its anarchic 
freedom no less than labour. “Let us beware lest we have to 
invent an English word for Sovietism.” ‘In a war for national 
existence the rule ought to have been that for every kind of 
service required the State should pay less than in peace time— 
the difference being put down to patriotism.” More vigorous 
taxation is required above the minimum of efficiency. _ The argu- 
ment that an internal national debt is no real national burden is 
a fallacy. Debt is to be thought of as deferred taxation. 

These quotations and paraphrases are selected as samples : 
but the Scotsman articles cover a much more varied field of topics 
connected with war finance. Professor Nicholson tells us that 
he re-wrote many of the articles five or six times in the search 
for the right combination of judicial fairness with practical 
emphasis. - If he has failed anywhere in striking the golden mean 
between too much and too little, it seems to the present writer 
that somewhat too stern a view is taken of the claims of labour. 
Whether, as is commonly supposed, manual workers and their 
families are a great deal better off than in peace times is not 
proven. Here is the mother of a family who goes out to make 
munitions. Her nominal earnings are high. But she has per- 
haps to pay one old woman to stand in the queues and do her 
shopping, to feed and pay another to mind the house, look after 
the children, and do the cooking. The housekeeping is neither 
economical nor efficient. She has no time to make or mend or 
wash the family clothes. She must go oftener to the draper, 
the hosi€r, and the tailor, and pay a laundry bill. Day by day 
she must dip into her purse for train or tram fares and for 
‘meals out,’’ and the Labour Gazette figures of the increase in 
the cost of living by no means give the whole of the story. The 
war figures are serious in their total where the peace figures are 
zero. Patriotism alone spurs her to continue exhausting labours, 
the net advantages of which in money and comfort are often 
small and sometimes negative. This is one extreme. At the 
other, no doubt, the boys and girls (the “flippers” and “flappers,” 
as Dr. Cannan calls them) have money to burn. But they have 
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neither votes nor organisations to extort hard bargains from 
Government or from private employers, and if the urgency of 
national needs calls for every ounce of effort we must face the 
cost as we face the expense of munitions. Some expert investiga- 
tion of complete family budgets in war time is badly needed. My 
own inquiries lead me to believe that the working classes generally 
profit far less than is supposed from their high wages. Certain 
skilled workmen, we must remember, are not allowed to go to 
the front, or to stay there when they are wanted for war work 
at home. If they are to take more out of themselves than in 
peace time they must put more into themselves, and the extra 
food must be reckoned in addition to the rise of price. To pay 
them less than in peace time would diminish the output even 
of the most willing. A demand for higher wages is not neces- 
sarily unpatriotic. The drudgery of prolonged work in the fac- 
tory is not always preferred to life in camp, which has its com- 
pensations of cheeriness and variety. We may fairly enter a 
plea for suspense of judgment upon the unreasonableness of 
labour in the lump. 

But the volume must be read and re-read for its cumulative 
effect. Insistent denunciation of inflation in all its forms runs 
through it like a connecting thread ; but it touches every aspect 
of war finance, and whatever it touches it illuminates and adorns. 
Tn this great crisis the author must be counted among those who 


have served their country well, and given it of their best. 
Henry Hices 


Agriculture after the War. By A. D. Haun, F.R.S. (John 
Murray. 1916. Pp. 131 and Appendices. 3s. 6d. net.) 


THIS book is now familiar to many persons keenly interested 
in the economic and political problems connected with the culti- 
vation of land ; but it ought to be read by all economists who deal 
with these problems, as probably most of them do in these days. 
The importance of the book is scarcely at all diminished by the 
fact that one of the most important of the subjects it deals with 
has been the subject of legislative action. From some points of 
view, indeed, the importance of the work has been increased by 
this fact. Mr. (now Sir) A. D. Hall is primarily an agriculturist 
and his insistence on the idea that education and experiment, 
scientific and commercial, will have at least equal influence on the 
future of agriculture with some of the more direct State actions, 
like guaranteeing prices, is particularly necessary now some of the 
direct State actions advocated have been taken. 
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Although the volume is small, it is extremely catholic in both 
subjects and their treatment. This catholicity has its own draw- 
backs, for in some instances Sir A. D. Hall is rather in the posi- 
tion of the small boy who has picked up a dirty apple, and whose 
hunger impels him to eat it while his self-respect impels him to 
throw it away; and sometimes one thinks he would eat more or 
bite more voraciously if it were not for the people who appear to 
be watching. 

The starting-point is that “whether we like it or not the possi- 
bilities of war have definitely re-entered our scheme of existence, 
and the consequences of war will depend upon the clearness and 
forethought with which we prepare for it in our social organisa- 
tion.’’ This may be true, or it may not. Many Englishmen are 
taking up this attitude, while others are hoping, with more or less 
confidence, that this will be the last European war of any magni- 
tude. But whichever view is best founded it will be advisable 
to examine some of Sir A. D. Hall’s statements and theories. He 
deals with the dependence of the United Kingdom upon imported 
foods and concludes that this “constitutes a source of weakness to 
the nation in three directions” : (p. 13) 

(1) Through absolute danger of starvation, or of such limita- 
tion of supplies as will raise prices to the point of creating an 
internal crisis. 

(2) By the withdrawal of our naval power from its offensive 
function to that of guarding the trade routes. 

(3) Through the reduction of the national credit by the neces- 
sity of paying such large amounts, which are materially increased 
in war time, to foreign producers. 

On (1) it may be said that Sir A. D. Hall is not asking that the 
United Kingdom should become self-supporting as regards food. 
He thinks that : ‘To produce our own food may be a vision; I 
would prefer to regard it as an ideal towards which to, work, con- 
fident that every step we take in that direction is an addition to 
the strength and stability of the nation’’ (p. 98). The striking 
fact is that the United Kingdom has run the greatest dangers of 
starvation or internal crisis on food questions when the country 
was most nearly self-supporting as regards foods; and that as the 
sources have become more numerous and varied the supplies have 
become more certain and regular. This might not be the case 
again with increasing maritime dangers to supplies. But as it is 
more probable that such future wars as may occur will be fought 
on foreign fields than in the United Kingdom the question may be 
asked how much more naval power would be required to guard 
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the food trade routes than would be actually necessary to guard 
trade routes for other materials, convoys of military material, and 
to defend our shores? Only one conversant with naval matters 
could answer, but it appears that while a good deal of maritime 
transport would be required for both military and civil needs the 
addition of the duty of guarding food ships would not entail any 
extensive reduction of the naval power of offence. On (3) it may 
be said that there is great danger of loose thinking, for the ques- 
tion of man-power is involved with financial credit. We import 
food of a certain value, and if we export goods of equal value 
which we can produce with as little man-power as we should 
require to produce the amount of food imported, the advantages of 
home production and importation are equal (so long as supplies 
are certain). But should we be able to produce the exports which 
pay for the food imports with less man-power than would be 
required to produce the imported food there is a distinct saving 
of that essential of national power in defence or aggression. If 
we do not produce sufficient exports to pay for imports, but have 
enough accumulated wealth to meet the difference, there is a 
greater saving of man-power. Our ability to pay for part of the 
imports by accumulated wealth for at least some time is largely 
the result of the high productivity of British industry having pro- 
vided a considerable margin for saving. And should the applica- 
tion of a greater proportion of the productive agents of labour and 
capital to agriculture lead to lower total production the financial 
position would be weakened while the amount of man-power 
available for purposes other than agricultural production in time 
of war would be less than at present. While supplies can be 
transported we have the advantage of the use of the man-power 
of the food-producing countries, whether we pay in exports which 
we can produce more easily than we could produce the food, or 
whether we pay partly out of our accumulated capital. 

It is necessary to say this although one may heartily agree with 
the present policy of increasing the home-grown supply of food for 
the period of the war. Also, it might be advantageous to curtail 
the necessity for exports of such raw materials as coal by reducing 
the imports of food, so long as the increased amount of food re- 
quired to be produced at home can be economically provided. 
However, with a population of 46,000,000 on a cultivated area of 
roughly 47,000,000 acres enormous advances in technical know- 
ledge and methods will be necessary before we can approach, much 
less reach, the condition of self-sufficiency without wasting our 
man-power and perhaps becoming a second-rate State. Under the 
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best conditions an attempt to become self-supporting might entail 
the adoption of practically a vegetarian diet, besides throwing the 
country open to the danger of relying upon food produced on a 
small area which may be very adversely affected by climatic con- 
ditions in any single year while none of the organisation of trade 
existed to bring in supplies. This was one of the weakest points 
in national organisation during the Revolutionary and Napoleonic 
Wars. At the same time, every increase in agricultural pro- 
duction which can be secured by sound methods which yield as 
good a return for the employment of capital and labour as any 
other industry is desirable. There is no one better fitted to guide 
the nation on the technical and educational aspects of the prob- 
lems of methods of improving production than Sir A. D. Hall; 
and the sections of the book dealing with the capacity of land for 
food production, arable versus grass, agricultural education, re- 
clamation of land, the functions and duties of landowners and 
farmers, large and small farms, are admirably clear and very 
stimulating. These sections cannot be summarised with justice 
in the space at our disposal, and they deserve to be read more 
than once. 

The chapter on the “decline in British agriculture * might have 
had a rather more specific title. Ireland is not mentioned, the 
treatment of Scottish agriculture is scanty, and the chapter deals 
mainly with conditions in England. This is inevitable, because it 
is in England and Wales that the chief decline has occurred. If 
there has been any decline in the productivity of Scottish agricul- 
ture during recent decades it has been comparatively slight, and 
it may be difficult to prove that any decline has occurred. Indeed, 
the study of the reasons for the practical maintenance of the 
productivity of Scottish agriculture, while that of England has 
declined, at any rate to some extent, might throw some light upon 
the demand—mainly of English origin—for some form of State 
protection or financial assistance. There is also another point : 
that whether total production has declined or not, it is fairly 
certain that production per man has increased during recent years, 
and this has made possible an improvement in the condition of 
the most numerous class of agriculturists, the farm labourers. 
Both in Scotland and England each man engaged now manages 
more land and stock than in 1871, and although accurate infor- 
mation on production at different periods is non-existent, it is 
safe to infer that production per man has increased with the 
increase in the amount of land and stock managed by each. But, 
while it would be impossible to reach general agreement with Sir 
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A. D. Hall on many points raised in this book, everyone interested 
in land problems should be grateful for the fair and clear state- 
ment of his case for State assistance for agriculture, and for the 


expert guidance on technical and educational matters. 
A. W. AsHBY 


The Land and the Empire. By CHRISTOPHER TuRNOR. (John 
Murray. 1917. Pp. 136.) 


British Agriculture: The Nation’s Opportunity. (Being the 
Minority Report of the Departmental Committee on the 
Employment and Settlement of Soldiers on the Land.) By 
E. G. Strutt, Lestiz Scort, and G. H. Roperts. (John 
Murray. 1917. Pp. 168. 3s. 6d. net.) 


A LARGE part of Mr. Turnor’s little volume is devoted to 
statistics and graphical representations of statistics; and to 
criticism of the political economist. It would be difficult to find 
anywhere so much lack of understanding and fallacious treat- 
ment in so little space. It is essential that when figures are used 
the range of their application should be carefully defined. Mr. 
Turnor states that “a working capital of about £7 an acre is 
probably the average for the United Kingdom, while on the Con- 
tinent it varies from £12 to £15 an acre, and even more.’’ Pre- 
sumably, Mr. Turnor is not referring to “the Continent ’’ in its 
general sense at all, but to Denmark and Belgium and to selected 
parts of Germany, France, and Holland. If this is not the case, 
the figures need a good deal of substantiation. Again, sweeping 
general figures which indicate unexpected conditions need critical 
examination and an exhibition of their foundations. Mr. Turnor 
states that “the gross rental of agricultural land is about 
£40,000,000 a year. Of this, some £17,000,000 are expended 
every year in the upkeep of the farms.’’ This sum for upkeep 
represents 42°5 per cent. of the total, which appears to be an 
extraordinary proportion. A good deal of evidence could be pro- 
duced to show that upkeep does not cost anything like this pro- 
portion of rent, and that where such proportion is expended it is 
due to absence of economy. It is a common fallacy to take a set 
of figures for stock kept on farms and then assume that this 
indicates production. Mr. Turnor provides a table showing the 
number of cattle per 100 acres on holdings of various sizes in 
Germany to prove that more stock is kept on small than large 
holdings, and then states that ‘a study of the yield of small 
holdings in France shows the same results.’’ He even states 
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that “until recent years we had to rely for statistical proof of 
this controversy of large and small holdings upon figures obtained 
from the Continent’’; and then quotes for British data only 
the figures from a small area in Cheshire, which are themselves 
open to criticism. In 1885 the Agricultural Department of the 
Privy Council collected statistics on this point (see Cd. 4848, 
1886), and with a very little-trouble figures similar in character 
to those used by Mr. Turnor can be obtained for this period. For 
1907 similar figures are available in the Report of the Agricultural 
Output of Great Britain. So far as they go, these are as good 
as the German figures. Here is a comparison of Mr. Turnor’s 
statement and figures obtainable from the volume of Census of 
Production above mentioned :— 


Germany. England and Wales. 
Size of Holdings. Cattle per Size of Holdings. Cattle per 
Acres. 100 acres. Acres. 100 acres. 
5 to 12} a oe 34 1 to 5 26 
123 ,, 50 eee oe 26 6 ,, 29 
50 —,, 250 ae is 19 51 ,, 300 21 
250 and over es a6 10 301 and over 14 


But the number of stock kept is no criterion of total output, 
for in England and Wales the proportion of arable land rises as 
the number of cattle per 100 acres falls with the increase in size 
of holdings, and the output of other products rises as the output 
of stock products falls. Even when the number of stock per 100 
acres is similar, it does not follow that rate of output will be 
the same. 

Such criticisms might be extended, but some matters of prin- 
ciple are of more importance. Nearly every table and diagram 
is devoted to the suggestion that the production of our agricultural 
industry is too low; and the assertion is made that “the rate of 
production with us is about £4 per acre, in Belgium it is about 
five times as high—£20.” This may be true, and yet we might 
make a mistake if we tried to raise our production to the Belgian 
level. It never occurs to Mr. Turnor that the rate per acre is 
not the only criterion of production. There are three standards 
which must be applied in any judgment of the results of a system 
of agricultural production: (1) rate per unit of land; (2) rate- 
per unit of labour; (3) rate per unit of capital. The neglect of 
any one of these may lead to false conclusions and to grave error 
in any policy of reform which is based on the results of the 
examination. So far as is known, the production per man in 
England is as high as in any other European country except 
Denmark ; and if the Eastern counties are considered as one unit 
the production per man in that area, where soil and climate are 
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somewhat similar to those of Denmark, is nearly as high as in 
that country. However, the general point is important, and those 
who are interested should see a recent note in this JOURNAL 
(March, 1917) on some of Mr. T. H. Middleton’s German 
figures, also Mr. C. 8. Orwin’s Determination of Farming Costs, 
and Part V. of the Agricultural Statistics, 1912 (Cd. 7271, 1914). 
On the rate of production. per unit of capital in various countries 
there is very little reliable information, but there is reason to 
believe that the English system compares favourably with others 
in this respect. At any rate, it is worth while considering that 
the earnings of persons engaged in agriculture are generally higher 
in Great Britain than in any other European country. Earnings 
of agriculturists are higher than in Great Britain only in those 
new countries in which the ratio of labour to land is lower than 
in this country. The return of output per man and per unit of 
capital determines the standard of living for cultivators and 
employees, and no system which fails to give a due return for 
labour can succeed in inducing the population to enter or remain 
in an agricultural occupation while other occupations are open. 
No system which fails to give a true return to capital can attract 
capital while other investments are offered. The great attractions 
to British labour and capital are urban industry and colonial 
development, because there the returns to labour and capital are 
higher than in our agriculture. 

Here another point raised by Mr. Turnor is of great import- 
ance. It is that of the law of diminishing returns. He criticises 
the economists who put forward this law as a reason for not 
attempting to reach the maximum of production from a given 
area of land, and says that ‘they have no practical knowledge 
of the productivity of land.’’ But if he will read some recent 
works of the economists, notably Mr. Clay’s Economics for the 
General Reader, he will find a much more comprehensive con- 
sideration of the law and the qualifications which arise than any 
he has given. He quotes Sir John Lawes’s work in the conquest 
of natural forces as an example of the type of qualification that 
is necessary, but he forgets that Lawes was one of the strongest 
and best-informed supporters that the law of diminishing returns 
(as applied to agriculture) ever had. Also, Mr. Prothero recently 
put a strong case for the law in the Edinburgh Review (October, 
1915). Surely Lawes and Prothero have some practical know- 
ledge of the productivity of land! Still, Mr. Turnor is right when 
he lays emphasis on the present possibility of securing increasing 
returns on many farms. He only fails to realise the true 
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theoretical and practical position of the tendency to diminishing 
returns. He is in a weaker position when he deals with rent 
(p. 36), for he shows a complete lack of understanding of the 
theory of “differential rent.’’ Nor will his theory that in agri- 
culture the tendency of organisation is from large- to small-scale 
production bear examination with reference to all the available 
data. There is an essential difference between the movement 
from small workshops to large factories which is not especially 
fostered by any State or social action and that from large farms 
to small holdings for which all the machinery and power of the 
State are used. Indeed, as in England, the machinery of the 
State does not always succeed in stopping the movement from 
small to large holdings. From 1908 to 1914, 12,584 holdings were 
created, but the total number of holdings under 50 acres increased 
only by 2,513, and the area under holdings of this size actually 
decreased to the extent of 95,000 acres! Some of the practical 
suggestions made later in the volume are fairly sound, but they 
are not altogether the outcome of the author’s collection and 
examination of facts. 

The second volume contains, besides the Report of the 
Minority of the Departmental Committee on Settlement and 
Employment of Soldiers on the Land, an essay of fifty pages by 
“Free Trader’’ on “The Policy of the Plough ’’; a contribution 
of sixteen pages by Mr. A. D. Hall on “Reclamation of 
Land’’ ; and a short Addendum of twelve pages on “ Agricultural 
Organisation, Housing, and Village Life,’’ by the signatories of 
the Report. The essay by “Free Trader ’’ strikes the reviewer 
as the work of one who has, somewhat sentimentally and un- 
necessarily, forsworn his faith. Naturally figures play a part in 
this essay. These are mostly drawn from Mr. T. H. Middleton’s 
Recent Development of German Agriculture. Now the German 
agricultural policy was dictated partly because agriculture was 
regarded as one aspect of the means of martial defence or aggres- 
sion. When this reason for a policy is adopted, means which are 
essentially uneconomic under ordinary industrial conditions can 
be sanctioned and the loss involved cheerfully faced. But Ger- 
many had no large colonies mainly devoted to the production of 
food for the consumption of a white population with which to 
maintain trade. Had this been the case, her agricultural policy 
would probably have been very different from the one she adopted. 
And English Free Traders will do well to consider the effect on 
the colonial economic and political situation before they lend 
their support to the policy of securing maximum gross production 
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from the land of the United Kingdom. For every unit of food 
Britain fails to import Canada and Australia must find another 
market, or cease to produce that amount. For every unit of 
manufactured goods these countries fail to buy in Britain, be- 
cause they cannot exchange their food products, they must buy 
elsewhere or produce for themselves. The gross production of 
the colonies will not remain stationary, and every decrease in 
trade with Great Britain will necessitate an increase in other 
directions. There must be either a movement of population from 
agriculture to manufacture to sustain the balance of a home trade ; 
or an increase in foreign trade with other countries. It appears 
that Germany and the United States will be two of the increasing 
markets for food within the next generation, and it would be a 
strange result of a new agricultural policy in the United Kingdom 
if, on one hand, it fostered trade between these countries and the 
new countries of the British Empire, or, on the other, made the 
new countries of the Empire commercially self-supporting. 
Mutual trade has been one of the strongest Imperial bonds, and 
with the growth of new trade conditions or relations there is a 
possibility of new political tendencies. The political development 
of the Empire may or may not be permanently affected by 
emotions which are now general, but economic considerations are 
apt to carry more weight, and have a more permanent influence, 
than social emotions, and these possibilities are worthy of con- 
sideration. 

It is true, of course, that if population were transferred from 
urban industry to agriculture within the United Kingdom the 
consumption of the agricultural classes would increase; but it 
does not follow that this increase would be in proportion to the 
total increase in agricultural population, or that total national 
production and trade would be the same after the transference as 
before. Should the production per man in agriculture be less 
than in urban industry, or the production per man in British 
agriculture be less than that per man in colonial agriculture, 
total production and trade will inevitably fall. For instance, if 
the value of production of a man engaged in urban industry is 
£150 per annum and he is transferred to agriculture under a 
system in which he will produce only a value of £100, production, 
consumption and trade, as regards each man so transferred, will 
fall in the ratio of one-third. And it is known that value of pro- 
duction per man in agriculture is lower than that per man in many 
urban industries in Great Britain. The four great elements of 
defensive power are man-power, industrial productive power, food, 
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and finance. We may easily weaken our defensive power at two 
points—industrial production and finance—by an ill-considered 
policy of agricultural production, to say nothing of the possibility 
of weakening Imperial ties. 

The argument on the amount of production per man so far 
leaves out of consideration the nature of the goods produced— 
or the relative necessity for producing them. There is no doubt 
whatever that there is a necessity for an increase in the amount 
of food produced nearly all over the world, and especially in the 
United Kingdom. However, this does not mean that the resources 
of civilisation are so poor that in order to increase the margin 
of safety in regard to food supply the population must be pre- 
pared to reduce its production and consumption of other neces- 
saries. Nor is the argument to be regarded as a plea against 
attempts to develop our agricultural system or to increase its 
production. This can be done on sound and economic lines, but 
methods must be considered in relation to all the relative data 
available, and on broad Imperial lines. Eventually the only 
method of securing increased production economically is the 
application of all scientific and mechanical knowledge which is 
available, and by gaining new knowledge of methods of conquer- 
ing natural forces where this is required. The economic success 
of even such measures as guaranteed prices eventually depends 
upon the extent to which they succeed in inducing farmers to 
adopt improved practices, for a continual subsidy to agriculture 
means a weakening of national resources in other directions. 

Some of the recommendations of the Minority of the Com- 
mittee, such as guaranteed prices and the regulation of wages, 
have been embodied in legislation ; and others are still worthy of 
consideration. The possibilities of land reclamation are still 
large, and the means of development of agriculture by education, 
by the illustration of the value of business methods and organisa- 
tion—in other words, by the application of scientific and busi- 
ness knowledge—are still waiting to be exploited. And these are, 
after all, the only methods of securing continued advance. There 
is reason to believe that the present campaign for increasing 
production for the period of the war is opening the minds of 
those in control of the industry to new and great possibilities. 
But it remains to be seen whether these will be sufficient to 
attract labour and capital to the land on a self-supporting basis, 
or whether some form of permanent subsidy will be required. 

A. W. ASHBY 
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The Determination of Farming Costs. By C. S. ORwin. Pp. 144. 
(Oxford: The Clarendon Press. 1917. 5s. net.) 


THE Director of the Institute established recently at Oxford 
for Research in Agricultural Economics has published an inform- 
ing study at an opportune moment. It will, we believe, give a 
powerful, beneficial impulse to the thoughts and acts of en- 
lightened landlords and capable tenants. Nor, we may add, 
should this exhaustive review of results obtained from scrutiny 
at the Institute of tabulated records kept by a few keen farmers 
in different parts of the country prove of little use to others. 
Such, we think, are those responsible for the administrative 
action of the Government Departments concerned with rural life, 
and those ambitious to inspire and guide popular opinion in its 
quest for legislation on agrarian affairs. The work accomplished 
and presented in this volume has been, we must remember, con- 
ducted within the strict limits set, and under the extraordinary 
conditions peremptorily imposed, by the distressful period of 
costly world-wide war through which we are passing. It is the 
promise of the future in this matter, as in others, rather than the 
achievement of the present to which we look with hope and 
confidence. But we can nevertheless accept without reserve Mr. 
Orwin’s contention in his final chapter. We will quote his words. 
He there says : “Not only should a familiarity with farming costs 
be essential to individual farmers in the direction and develop- 
ment of their own management, but the ability to compare the 
experience of many individuals is of fundamental importance in 
the framing of national policy. At the present time far-reaching 
reforms are under discussion, and the introduction of new factors 
in production is being urged, none of which can be stated or 
considered scientifically without access to reliable statistical 
matter upon which to base the proposed changes.” 

He cites as illustrative examples the legislative guarantee of 
a minimum price of wheat and the debated question of the size 
of holdings. In both matters the “determination of farming 
costs” is obviously desirable or necessary as a preliminary to an 
intelligent handling or a correct solution; and, similarly, the 
banking world is likely to be more ready to lend the capital, which, 
available on reasonable terms in sufficient quantity, would 
assuredly help materially all kinds of agricultural enterprise, as 
it assists trade and manufacture, if the practice of accountancy 
becomes an integral part of farming management. The cogency 
of such considerations is indeed irresistible. Mr. Orwin is, we 
hope, forcing an open door when he pleads in his general intro- 
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duction that the farmer of the future must, or should, adopt and 
maintain approved business methods. Of these the keeping of 
accounts, for the purpose of ascertaining costs, is, we agree, 
elementary. The use of scientific knowledge, placed more fully 
at disposal by recent experiments in laboratories and on farms, 
and popularised through more active effort in instruction and 
advertisement by the central government or by appropriate local 
bodies, may rightly be considered indispensable to continued 
success in cultivating land for cereals or for grasses and in rearing 
the different varieties of live-stock. But it should also be accom- 
panied and directed by more regular systems of buying and of 
selling ; and the general business of production in the primary 
industry of the country should proceed on the lines and use the 
methods and the instruments which have won recognition by 
their merits in prosperous manufacture and remunerative trade. 
We now need in fact once more the assiduous enthusiasm of 
an eloquent evangelist like Arthur Young who will discourse as 
that indefatigable tourist did, in reiterated sermons up and down 
the countryside. But his text should be “Farmers must keep 
accounts.” 

By the full bibliography which he has furnished Mr. Orwin 
shows that the literature of the subject is larger than we had 
thought ; and it exhibits signs of continuing vigorous growth, for 
which our author himself, by writing previous to the present 
book, has, as we note, been responsible in no small degree. He 
disarms our criticism now by the frank admission that the work 
which he and others have done in this matter at the Oxford 
Institute is “still at the beginning.” It has not, he remarks, 
‘vet reached the stage at which generalisations can be made.” 
Nevertheless, we are sure that he is right in his contention that 
it is important to have “in a number of cases an exhaustive and 
scientific analysis of farming costs” ; and he is, we are confident, 
no less correct in his conclusion that, “if this can be done in a 
number of typical farms, the results will have a value as supplying 
standards of comparison.”’ It is a commonplace of statistics that 
from a small number of select data large inferences can be securely 
and advantageously obtained if the samples submitted and ex- 
amined are sufficiently representative. This kind of work has 
been tried here, and, in spite of the disturbance in the sequence, 
and reduction in the number, of the records occasioned by the 
war, the results obtained are so interesting and illuminative as 
fully to justify their presentation in this timely book. 

The original task indeed of the account-keeping contemplated 
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may, as Mr. Orwin wisely allows, be, or seem at any rate to be, 
“unprofitable” to an “ordinary” farmer. The expense and 
trouble needed to ensure the desired end may appear, and may 
in fact prove, excessive in his case. But nevertheless he can, 
and will, benefit through the experience, industry, and outlay, 
in this direction as in others, of the more elect, wealthy, and 
enterprising of his brethren. We can readily conceive that Mr. 
Orwin and his collaborators see avenues opening by which oppor- 
tune advice may be drawn from such records, kept by progressive 
agriculturists, and conveyed to the general community of farmers ; 
and accordingly we hail him as a bold pioneer of promising 
exploration—such, in fact, as the Institute, of which he is 
Director, ought to initiate in fulfilment of the objects for which 
it was established. 
L. L. PRIcE 


The Economic Development of Modern Europe. By F. A. Oca, 
Ph.D. (Macmillan. 1917. Pp. xvi+657.) 


In this volume Mr. Ogg, the author of The Governments of 
Europe and Social Progress in Contemporary Europe, has dealt 
mainly with the economic development of England, Germany, and 
France in the nineteenth century. There is also a chapter on 
Russia and an introduction of 114 pages sketching European 
development prior to the nineteenth century. The book, with its 
leaded paragraphs, is obviously intended for the undergraduate 
rather than the teacher, and is not founded on original research, 
but aims rather at giving the results of the investigations of the 
authors of many specialised books and monographs on recent eco- 
nomic history. Any economic history written in English dealing 
with French, German, and Russian development in juxtaposition 
is welcome, and this is the least unsatisfactory book of the kind 
known to me. 

Its main defects are twofold. There are no leading ideas 
which help the student to grasp the trend of the century as a 
whole, and a large part of the most important happenings of the 
nineteenth century are either entirely omitted or so subordinated 
as to give a one-sided impression of the period. There is prac- 
tically nothing but stray remarks about banking, finance, colonisa- 
tion, the growth of modern joint-stock trading, monopolies, and 
combinations. The nineteenth century, judging by the space 
allotted (two-thirds), seems to Mr. Ogg to consist chiefly of labour 
organisation, Socialism, and labour legislation. 

The arrangement of the book is not calculated to help the 
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student to grasp each country’s development. It would, in the 
reviewer’s opinion, have been better had one country been taken 
at a time in all its aspects. Failing the national method, the 
history of the century, which divides itself for Europe quite 
feasibly at 1848 and 1870, might have been dealt with in periods, 
and an enumeration of the salient characteristics of each period 
would have helped the student to grasp the details of the general 
trend in each country. 

As it is, one large section (123 pages) is devoted to Agri- 
culture, Industry, and Trade in France, Germany, and England. 
Population and Labour is a second division, and Socialism and 
Social Insurance forms the third and tast division—these two 
filling 298 pages. 

Railways, which are certainly one of the epoch-making 
economic factors of the world, are relegated with canals and 
steamships to nineteen pages, and Mr. Ogg fails to give a true 
impression of the nineteenth century because he has not really 
grasped the fact that we live in a railway civilisation. 

The last century was largely determined by twe_ revolu- 
tions—the one industrial, the other commercial. The first hinges 
round the coming of machinery worked by steam power, which 
meant the development of coal, iron, chemicals, and towns; the 
other pivots on the fact that a new agency was introduced which 
enabled men to move masses of heavy things with ease and 
rapidity, and which made light of geographical obstacles. The 
industrial revolution could not have proceeded at the rate at 
which it did proceed unless railways and steamships had been 
developed to bring the vast quantities of coal and raw materials 
to the place of utilisation and to transport the finished goods; the 
canals proved themselves quite inadequate for the task. With 
mechanical transport at once punctual and swift, the trade of 
the world was revolutionised and the values of countries altered. 
Commerce was carried on in a new class of article, namely, the 
bulky and the perishable articles never before moved in quanti- 
ties. Iron, steel, and coal supersede in importance spices, silks, 
and colonial goods, and food products, hitherto only moved at 
famine prices and in small quantities, form the basis of one of 
the great exchange businesses of the world. The railways effect 
the penetration of interiors and the abolition of geographical 
limitations. Hence Germany, a country hampered by a short 
coast-line and barred to the south by the Alps, becomes, when 
the St. Gothard is opened, a Mediterranean power and the great 
commercial factor in North Italy. 
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Hampered by the facts that her chief rivers flow north, and 
that traffic on them is impeded by ice and drought part of the 
year, Germany is yet enabled to become the exchange place of 
the Continent through her central position, which enables the 
railways to receive and distribute goods sent east, west, and south 
to the countries on her borders. Thanks to railways, moreover, 
the Central Powers can penetrate to Constantinople by land and 
trade with the Levant. The fact that railways penetrate in- 
teriors enables men to move in new countries from the coasts 
inland and to settle in parts remote from the river highways. 
Hence colonies, once a mere fringe of coast-line, develop into 
great continental possessions when once their bulky produce is 
transportable and they can obtain manufactures by rail. The 
result for Europe was a scramble for markets, the opening up of 
Africa, the struggle to control tropical products, and the great 
emigration of the European to fill up the Middle West of the 
United States and the continent of South America. 

The economic history of Europe becomes, therefore, in the 
last quarter of the nineteenth century, the economic history of 
the world. All trade and economic policy is altered by the fact 
that transport has largely abolished distance, made new goods 
transferable and new populations mobile, and has given new 
values to continental areas. Of all this there is in Mr. Ogg’s 
book no trace. Instead of describing the revolution which rail- 
ways have wrought in the German economic position, he. only 
says (p. 248) that in “no country has the advance of trade and 
industry been affected more profoundly by the development of 
facilities of transport than in Germany.” 

It is a considerable drawback to a text-book of this kind that 
the origins of the tables of figures are so rarely given. For 
instance, on p. 153 Mr. Ogg gives the figures of the coal mined in 
England during 1800-1913. The figure for the year 1850 is given 
as 49 million tons. On p. 144 he gives the figure for that year as 
56 million tons. Which is right? There is no reference to the 
source. Where Mr. Ogg does quote his authority for his figures 
he sometimes takes them from another authority who equally 
neglects to state his sources for the figures quoted. Thus on 
pp. 162 and 357 reference is made to the work on Industrial 
History written by Mr. Perris, who, in his turn, gives no refer- 
ence to the source of the figures in question. 

There is a long bibliography at the end of each chapter, but 
it is very undiscriminating. For instance, in Chapter XIII., on 
“French Trade in the Nineteenth Century,” the authorities given 
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include a book entitled France in the Twentieth Century (W. L. 
George), and following it comes Pigeonneau’s Histoire du Com- 
merce. Nothing is, however, said to indicate that Pigeonneau 
deals with neither the eighteenth nor the nineteenth centuries, 
but stops at Richelieu. It is, moreover, surely invidious when 
quoting English authorities to put Briggs’ Economic History of 
England (reviewed on p. 404 of the Economic JourNAL of 1915), 
which is a mere examinees’ book, in the same category as a 
monumental work like Cunningham’s Growth of English Industry 
and Commerce without indicating the different scope of each. 
Such indispensable tools of the economic historian as_ the 
Statistical Abstract, the Annuaire Statistique, or the Statis- 
tisches Jahrbuch, the fiscal blue-books and other standard 
Government publications, should also have been included in any 
bibliography of recent economic history. 

T can conceive that anyone attacking economic history for the 
first time and using this book might consider economic history 
to be dull instead of being the most fascinating subject in the 
world. This is because the book lacks illumination. Neverthe- 
less, the book is bound to be useful, as it practically has the field 


to itself. 
L. KNOWLES 


Economic Conditions, 1815-1914. By H. R. Hopcrs. (London : 
George Allen and Unwin. 1917. Pp. 91.) 


WHOEVER advised Mr. Hodges to publish his essay in its 
present form did no true service either to him or to the general 
public. <A dissertation may well be deserving of a college prize 
(this obtained the Carl Philip Reitlinger Prize in the University 
of London in 1915) and yet be quite unsuitable to be published 
in book form without much alteration and expansion. This essay, 
whose contents correspond but ill to its ambitious title, is inadequate 
in every direction. The sketch of cconomic conditions in 1815 
is not based on any real research into original sources of informa- 
tion; a tiny fragment of the ground is covered in an utterly 
perfunctory manner, and the omissions are so glaring as to 
render quite valueless the picture of England, whether at the 
beginning of the nineteenth or of the twentieth century. The 
writer’s equipment in respect both of historical knowledge and 
grasp of economic theory does not seem equal to his task. The 
few facts and figures for which he is able to find space are not 
brought into relation to one another, nor is any attempt made 
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to measure the relative significance of the different changes 
which have taken place. 

A few examples will give point to the above criticisms. Half 
a page is devoted to trade unions; no figures are given of their 
growth and membership, and they are only cited as organisations 
which are hostile to trade-mobility! No mention is made of co- 
operation in any of its forms or of friendly societies and volun- 
tary thrift. National insurance receives one line. The significance 
of the development of the economic activities of Government is 
ignored, save for a few figures showing the increase in national 
expenditure. No data are provided showing the growth of capital 
and income since 1815, nor is any estimate made of the effect 
which the economic changes of the past century have had on 
the distribution of wealth. In the chapter entitled ‘“ Remunera- 
tion” there are no details of wages in the different industries, 
and the writer has been content to reproduce some general index 
numbers of wages from writings by Mr. Bowley and Mr. G. H. 
Wood. Such omissions speak for themselves. The diagrams in 
this book merit a word of criticism. They are for the most 
part drawn in so slovenly a manner and the basis on which they 
are constructed is so carefully concealed that they defeat their 
own object and merely achieve obscurity. 

C. W. GUILLEBAUD 


Commerce and the Empire: 1914 and after. By Epwarp 
PuutsForp. (London: P. S. King and Son. 1917. Pp. 
x+248. Price 7s. 6d. net.) 


Mr. PuLsrorD, writing in Sydney, complains vigorously of 
the disadvantage Australian statesmen are under in any contro- 
versy owing to the length of time which has to elapse before 
they can reply effectively: to arguments put forward by 
writers in this country or Canada, but he has managed to 
produce a very timely contribution to the discussion of future 
fiscal policy. His book is not well arranged or well proportioned, 
but he strikes out with energy and makes many hits in his 
attacks upon the scheme of inter-Dominion preferences. In 
1911, he tells us (p. 151), the South Africans calculated that 
their goods were receiving, under the preference arrangements, 
rebates amounting to £6,745 in Australia, New Zealand and 
Canada, while South Africa was giving rebates amounting to 
£62,093 on goods coming from those Dominions ; and he remarks 
with justice that calculations of this kind are likely to be a 
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disruptive force. New Zealand, as he records, has actually made 
arrangements by Act of Parliament for the reduction or abolition 
of duties under preferential arrangements “to an extent that the 
estimated revenue so remitted shall equal as nearly as possible 
the remission ’’ made by the other party to the agreement. He 
asks us to imagine the difficulties when changes take place and 
what was equal at the beginning ceases to be so. A Conference of 
Australian Chambers of Commerce held at Hobart recommended 
that Canada and New Zealand should adopt reciprocity ‘‘ with a 
due regard to the protection of the individual States,” ignoring 
the fact that the very essence of reciprocity is disregard of protec- 
tion. On the whole inter-Dominion part of the policy of Imperial 
Preference Mr. Pulsford is well worth reading by anyone inter- 
ested either way in that policy. He also provides some pungent 
criticism of the Trade-War policy, showing how it would damage 
the British Empire and ruin several of our smaller Allies. 
EDWIN CANNAN 


Democracy After the War. By J. A. Hopson. (London : George 
Allen and Unwin. Pp. 215.) 


Ir is a little difficult to deal with this book while paying due 
regard to an editorial hint that reviews for the JouRNAL should 
be economic rather than political. The present time, more than 
any other, is marked by a subordination of the economic to the 
political : have not the nations made up their minds to fight not 
only to the last man, but to the last shilling, franc, crown, or 
mark (and those all paper ones), not for their material welfare, 
but for something else, which, whatever it be, is certainly a 
political object? And Mr. Hobson is always political, so political 
that in this book he must even maintain that a doctrine which 
we are accustomed to regard as, if anything, ultra-academical, 
the marginal theory of value, is a “new support for the old 
capitalist positions” which has been “quite recently”—most of 
us would say “nearly fifty years ago ’’—“invented and foisted into 
intellectual circulation.” 

But under the pressure of widespread starvation the world is 
certain to return from politics to economics, and we may speculate 
—we can scarcely do more—about the changes in economic 
organisation likely to have been brought about by the war. Mr. 
Hobson, as might be expected from the consistency of his career, 
stands by the old lights of State Socialism. He admits that “the 
State,” by which, I think, he means States in general, not the 
British State alone, will come out of the war considerably dis- 
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credited by military and economic failures, and he is alive to 
the importance of the “disposition in some labour quarters to 
give the go-by to the State,” but he regards this disposition as 
“indefensible.” ‘The vision,” he says, “of a working-class 
organisation building up for itself an economic State, governed 
by the workers and for the workers, within the political State, 
but virtually independent of that State for the regulation of 
economic life, is a dangerous phantasy.” And, again: ‘The 
notion of two States, one a federation of trades and guilds running 
the whole body of economic arrangements for the nation by repre- 
sentative committees based upon common interests of industry, 
the other a political State running the services related to internal 
and external order, and only concerned to intervene in economic 
affairs at a few reserved points of contact, will not bear criticism.” 
Perhaps not, but why must we assume that “the nation” must 
be the unit within which the reformed industrial organisation 
must be confined? In the last chapter of the book Mr. Hobson 
declares strongly in favour of internationalism as against the 
“close State,” but his internationalism means relations between 
national units rather than anything in the nature of obliteration 
of the dividing lines between these units. This is a striking 
example of the persistence of nationalism in economics. For if 
the possibility of war between “nations” is eliminated, there is 
little reason why labour organisations, as well as capital organisa- 
tions, should not overlap national boundaries. Within living 
memory there has been a considerable enlargement of the areas 
over which labour organisations. spread ; they already “give the 
go-by”” to most “local authorities,” including the authorities of 
“States” in federations. It seems shortsighted to suppose that 
labour organisation may not be at some future time as capable 
of giving the go-by to the Governments of the United States and 
Canada as it is now to the States of New York and Massachusetts 
or the municipalities of Manchester and Liverpool. Is feudalism, 
in the sense of a connection between the individual and definite 
parcels of land, to endure for ever? At one time it was necessary 
for the people of a village to carry on their agriculture in common ; 
now it is convenient for the people of a town to have a common 
waterworks and sometimes a common tramway. There must 
always be a good deal of economic activity based on local divisions, 
and the divisions adopted in our age for fighting purposes may 
often continue to be accepted in a more peaceful one for the 
management of railways and suchlike, just as the ancient king- 
dom of Kent survives for the management of main roads at 
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present. But that these territories, or any territories, must be 
the basis of the kind of future economic organisation after which 
Socialists vaguely aspire seems a rash proposition to lay down. In 
the chapter on “ Militarism and Capitalism” Mr. Hobson enlarges 
on the manner in which capitalist syndicalism had before the war 
spread itself over the world, so that different States armed them- 
selves for the approaching conflict by buying from practically the 
same body. May not the labour organisations of the future be 


equally widespread, and, for better or worse, equally powerful ? 
EDWIN CANNAN 


Ruskin College Reorganisation of Industry. Series III. Some 
Economic Aspects of International Relations. Commercial 
Policy and our Food Supply. By H. SANDERSON FurRNISs, 
M.A. The Influence of the War on Commercial Policy. 
By Epwin Cannan, M.A., LL.D. Capitalism and Inter- 
national Relations. By A. EK. Zimmern, M.A. (Oxford : 
Ruskin College, 1917. Pp. 89). 


In the first of these three papers Mr. Furniss’ main theme 
is the question of the food supply of Great Britain considered as a 
particular case of the “defence versus opulence’’ problem. It is 
possible that the methods of producing our home-grown food 
might be improved, and that the volume of production might be 
increased without our suffering any economic loss, but this is a 
relatively unimportant matter. As Mr. Furniss points out, the 
increase required to render the country self-sufficient so far as 
food is concerned would involve us in a heavy economic loss. 
Moreover, food is not our only requirement. Anyone who has 
given a minute’s thought to the nature and volume of our essen- 
tial imports during this war must realise that, under anything 
like modern conditions, a self-sufficient Great Britain for the 
purposes of defence is an impossible scheme. If, when this war 
ends, we have to take the possibility of future wars into account, 
we shall probably be wiser to rely upon military and naval means 
to prevent an effective blockade, and to risk their proving a 
failure, than to ruin the country economically by attempting to 
achieve the impossible ideal of self-sufficiency. This view, which 
is advanced with some hesitation by Mr. Furniss, finds strong 
support in Professor Cannan’s paper, in which attention is also 
drawn to the other great destructive effect of the self-sufficiency 
scheme. “The cult of national self-sufficiency,’’ says Professor 


Cannan, “is incompatible with peace, since it must inevitably 
render warfare perpetual by making it necessary for each nation 
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to grab territory which contains the source of some product 
which it has not got in its existing territory, and which it must 
have in order to be self-sufficient. We have seen a little of this 
already ; it would be more and more serious, the more intense 
the worship of self-sufficiency.”’ 

But, if the nations abandon the ideal of self-sufficiency for the 
purposes of defence, it is still possible that, on purely eco- 
nomic grounds, they may pursue an economic policy which causes 
antagonism and war. Mr. Zimmern is of the opinion that the 
economic policy of the world has caused wars in the past, and 
with this opinion few will disagree. But what has been the 
really harmful feature of the course which we have been accus- 
tomed to pursue? To this more definite question Mr. Zimmern’s 
answer is vague and unsatisfying. To his mind it seems that the 
radical evils are capitalism and the search for profit, and a 
national policy based upon altruism rather than upon self-interest 
and competitive bargaining is not in his view inherently impracti- 
‘able. There is, however, no serious attempt in his paper to 
suggest the means for carrying out such a policy. We are told 
that the nucleus of the necessary machinery is already in opera- 
tion in the shape of the executives which have been created for 
securing and distributing the essential commodities required by 
the Allies and by neutrals. But does Mr. Zimmern imagine that 
such bodies conduct their operations without any resort to the 
methods of competitive bargaining? Again, does he suggest that, 
because we require special machinery for the administration of 
relief, and the settlement of disputes arising out of monopoly 
situations and other abnormal cases, we require similar machi- 
nery to deal with the vast volume of the more ordinary trans- 
actions which have hitherto been conducted with considerable 
success by the machinery of the market-place? It is not the 
system of barter, and the search for profit which are evil, but the 
misunderstandings and misuses of barter which have far too often 
destroyed it and replaced it by theft. That we need some control 
of the market-place and some protection against thieves and fools, 
both national and international, is now seldom disputed, and we 
are also acquiring each year a fuller understanding of the truth 
that in the long run every individual is likely to gain by giving 
such consideration to the wants of others as is conducive to the 
maximum satisfaction of the world as a whole. But the concrete 
problems of competitive bargaining and of the disputes which 
must occasionally arise from it cannot be avoided, and those 
who are concerned about the reconstruction of the world after this 
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catastrophe will do well to fix their attention primarily not upon 


an— 
‘‘ Abstract intellectual plan of life, 
Quite irrespective of life’s plainest laws, 
But one, a man, who is a man and nothing more, 
May lead within a world which, by your leave, 
Is Rome or London, not Fool’s Paradise.” 
OswaLp T. FALK 


Varldskrigets Ekonomi. By Ext F. Heckscuer. (Stockholm : 
P. A. Norstedt & Séners Forlag. 1915. Cr. 8vo. Pp. 
243.) 


THE discussion of the economics of the great world struggle 
in which we are engaged has occupied thinkers throughout the 
civilised world. Professor Heckscher was early in the field, 
fortifying himself with information gathered in a journey through 
a number of the belligerent countries. He gives comparatively 
little space to the statistical data collected, in part for the very 
sound reason that many of the most vital particulars for a statis- 
tical discussion were not available to him, and will not be made 
public till the conclusion of the war, and perhaps not then. His 
inquiries in Germany contribute to the information furnished 
in the volume little that was not already known, and the statistics 
actually given are derived almost exclusively from English 
sources. It may be noted in passing that the interpretation of 
the trade statistics of the United Kingdom is not entirely satis- 
factory, as it appears to be assumed that the figures of our 
exports of such goods as iron and steel, fabrics of wool, etc., to 
France relate to supplies for the British forces on the Western 
front. 

The book is mainly devoted to a discussion of the great changes 
in economic organisation consequent on the absorption in military 
operations of a large part of the male population of many coun- 
tries. These problems, in their general features, have received 
constant attention among ourselves, and much of the argument 
of the Swedish professor is tolerably familiar to the readers of 
this JournAL. The remarkable degree of adaptability of industry 
to war conditions is a feature which, striking as it is, has become 
familiar since the time when this book was in preparation. It 
has manifested itself among both groups of belligerents, and fur- 
nishes ground for hope that the reverse process of transformation 
may be achieved without the catastrophes which appear to some 
as inevitable. 

The problem of preparation for war forms the subject of an 
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important part of the book, and the author concludes that the 
only satisfactory way is to establish reserve stores of vital com- 
modities, particularly those which are obtained by importation 
from abroad. He rejects the alternative of import duties to en- 
courage home production, holding that the desired results can 
be more economically and effectively obtained by storage. The 
desirability of accumulating a store of goods in preparation for 
war is not held to extend to the case of gold, the accumulation 
of a gold reserve for such a purpose being regarded as an ineffec- 
tive financial measure. 

If we can say that, to English readers, the lines of the Swedish 
professor’s discussion of war economics present little of novelty, 
it does not by any means follow that the book is lacking in 
interest and stimulus. Among the more important of the con- 
clusions reached is that it is a mistake to assert that war condi- 
tions have rendered invalid the ordinary principles of economic 
reasoning. So far from this being the case, our author asserts that 
the events of the war confirm and establish the justice of the 
accepted principles. The conditions to which they are applied 
are changed, but the validity of the principles themselves remains 
unshaken. It is probable that, with the more varied experience 
afforded as the war progresses, this conclusion, at any rate, will 
not be abandoned when the author continues his discussion, for 
it is unlikely that he will be content with a survey limited to the 
first year of war. A. W. FLux 


The Development of Rates of Postage. An historical and 
analytical study by A. D. SmirH, B.Se.(Econ.), of the Secre- 
tary’s Office, General Post Office, London; with an Intro- 
duction by the Rt. Hon. Herbert Samuel, M.P., Postmaster- 
General, 1910-14 and 1915-16. (London: George Allen 
and Unwin. 1917. Pp. 431. 8vo. Price 16s. net.) 


THIs is one of those useful pieces of work which save a vast 
amount of labour to future students of its subject. The author 
writes with inside knowledge, has been afforded official facilities 
and official encouragement, and meets with something approach- 
ing official approval in the commendation of an ex-Postmaster- 
General, whose judgment will be generally endorsed. 

The history is full and documented. It covers the letter, 
newspaper, and parcel rates in England, Canada, the United 
States, France, and Germany, the minor rates (for books, post- 
cards, samples, etc.), international rates, and local rates (the 
specially low charges for letters posted and delivered in the same 
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postal area). But the part of greatest interest to the economist 
and the politician is the analytical section and conclusion, of 
fifty-three pages, the appendix on Post Office Revenue, and the 
graphs of gross and net revenue, postal rates, and other statistics. 

Much is being heard, and more will be heard, of the value of 
cost accounting in Government business. The Post Office has 
set an excellent example, and we have here published for the 
first time a detailed description of the method by which the cost 
of dealing with the various kinds of postal packets is calculated. 
The method rests upon various assumptions which need from 
time to time to be tested and verified anew, and upon estimates 
which leave in some places room for a considerable margin of 
error. But the method is on the whole sound, and, in the hands 
of those who understand its limitations, yields valuable results. 
Both the methods and results of cost accounting in general are 
doomed to discredit and discouragement if left to those who have 
not the statistical training, insight, and special qualifications to 
bring out the true figures and interpret their real bearing. In 
this, as in other matters, publicity as to the way in which the 
figures are arrived at is a great safeguard, and brings its reward 
in criticism and suggestion. 

Cost accounting in the Post Office is an instrument for testing 
the needs of offices, numbers of staff required, and generally for 
controlling expenditure. In the volume before us it is applied 
to the costs of certain branches of the postal service and to the 
comparison of expenditure upon the letter post, postcards, news- 
papers, parcels, etc., with the receipts from postage in respect 
of each branch. This dissection of the postal surplus will be 
serviceable to future writers upon public finance ; but it is hardly 
fair to the author to give his results away in a review. 

Mr. Smith has done his work well. The fact that this is the 
fiftieth volume in the series of monographs by writers connected 
with the London School of Economics calls for a word of con- 
gratulation to the School upon the stimulus which it has given 
to economic research in this country and upon the high standard 
of quality which it has maintained. Henry Hices 


Efficiency Methods: an Introduction to Scientific Management. 
By M. McKuxxop, M.A., and A. D. McKitLop, B.Sc.(Eng.), 
C.E. (Routledge and Sons, Ltd. 1917. Pp. viii+215. 
Price 4s. 6d. net.) 


THE subject of scientific management was discussed at some 
length in the JouRNAL for September, 1917, in a review of 
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Scientific Management, Vol. I. of ‘Harvard Business Studies,” 
and a re-examination of the matter may be here dispensed with. 
The beginner will find the present little book an extremely useful 
introduction to a hotly contested discussion, and for that purpose 
it may be cordially recommended. The advantages of real effi- 
ciency and the good points of the methods suggested are clearly 
set forth, but no less emphasis is laid on the dangers of a false 
“science” cloaking ordinary capitalist driving. The need 
for the management to become efficient itself before it 
starts out to reform the workshop, and the imperative necessity 
for associating the workmen with every step in the reform pro- 
cess, are kept in the foreground. The reader’s special atten- 
tion should be given to the chapter on trade unions. 
Henry W. Macrosty 


Outlines of Political Economy. By S. J. CHApMAN, M.A. 
(London: Longmans. Third Edition. 1917. Pp. xvi+ 
463.) 


THE present volume is the third revised and enlarged edition 
of Professor Chapman’s Outlines.' The general scheme of 
the work is unchanged, but there are two additional chapters on 
the Development of Political Economy, and a number of altera- 
tions in detail are to be observed. For example, the treatment 
of quasi-rent, which in the earlier editions was distinctly un- 
orthodox, is here brought into line with the doctrine as expounded 
by Marshall. The experience of the war is adduced with con- 
siderable effect in several places, but those hasty writers, who 
believe that the war has shown up the economists and knocked 
the bottom out of their most cherished theories, would derive 
scant encouragement from a comparison of the present edition 
of Professor Chapman’s book with that which was published in 
1911. In these pages, at least, the basic conceptions and theories 
of political economy remain firm and unshaken, and those stal- 
wart protagonists, the laws of supply and demand, still hold the 
field against all comers. 

Professor Chapman appears to have written these ‘Outlines’ 
principally for the university student, and his book is to be com- 
mended to any (other than absolute beginners) who wish to gain 
a clear idea of the general content of theoretical political economy. 
The method which he has adopted has been to survey a large 
part of the field covered by economics and to bring out in each 


1 The first edition was reviewed in the Economic JouRNAL of March, 1912. 
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case briefly and concisely the chief theoretical points of interest 
involved. His mainstay throughout is the marginal concept, 
the great value of which is undeniable; nevertheless, if used 
quite as insistently as it is here, it is apt to give an air of some- 
what academic unreality to what is one of the most vital and 
human of all subjects. This book has grown out of lectures to 
students at Manchester University, but the present reviewer, 
who imbibed his first notions about economics while sitting at 
Professor Chapman’s feet, is conscious of a feeling of disappoint- 
ment at finding the written sentence turn out—or so it appears 
to him—cold and uninspiring as compared with the well-remem- 
bered magic of the spoken word. Perhaps, also, the rather 
didactic presentation of the subject proper to a course of elemen- 
tary lectures is apt to become rather a source of irritation when 
met with in print. The writing of an elementary text-book on 
any subject is a difficult and a thankless task, but a special danger 
besets the path of the writer on economics, who has to steer 
clear both of the Scylla of journalese and the Charybdis of mere 
academicism. The criterion of success is the extent to which 
an intelligent but uninitiated layman is enabled to realise the 
subject, is given a clear grasp of principle, and is imbued with 
a keen desire to follow up what he has learnt. It is difficult to 
imagine either a business man or a manual worker turning with 
pleasure to this book in his leisure hours in the hope of picking 
up general notions of the teachings of economics. The book 
seems unnecessarily academic in treatment and outlook; it would 
surely have gained very greatly in interest and value if its scope 
had been somewhat restricted and a considerable amount of space 
devoted instead to illustrations drawn not from the imagination, 
but from the actual facts of business experience. 

Professor Chapman is well known for his writings on indus- 
trial and labour questions and for his great knowledge of prac- 
tical affairs, which has gained for him the respect of many of the 
hard-headed manufacturers and business men of Lancashire. 
Will he not now earn the gratitude of a very wide public by 
combining in his next book his knowledge of men, of the 
manifold springs of their actions, and of the actual mechanism 
and functioning of modern industry and commerce with his gift 
for clear exposition and his mastery of economic theory ? 

C. W. GUILLEBAUD 
































NOTES AND MEMORANDA 


REPORTS ON NATIONAL EXPENDITURE. 


Finance Accounts of the United Kingdom for the year 1916-17 
(H. of C. Paper 102 of 1917, 85 pp., 6d.) ; First Report from 
the Select Committee on National Expenditure (151 of 1917, 
10 pp., 2d.); Second Report (167 of 1917, 22 pp., 3d.); and 
Third Report (188 of 1917, 4 pp., 1d.) 


THE Finance Accounts appeared unusually late this year and 
only in time for this number of the JourRNAL. A wholly laudable, 
but somewhat pathetic, striving for economy has led to the 
disappearance of some dozen blank or nearly blank pages and of 
the familiar blue cover. Otherwise, to a superficial view, the 
war has made little difference : the sum paid for the salaries of 
the Six Trumpeters in Edinburgh has fallen from £98 8s. 5d. 
before the war to £77 5s. 10d. because “the salary of one Trum- 
peter has been suspended for the period of his absence on military 
service,’ but “The Poor Scholars of Oxford,’’ though the pro- 
portion of them absent is more like 5 in 6 than 1 in 6, receive as 
usual the £3 1s. 6d. which they have had ever since the riot on 
St. Sepulchre’s Day in the reign of John. Some day, perhaps, 
after the war the Treasury may find time to eliminate unneces- 
sary detail, and insert instead more particulars about some of the 
larger items. 

Comparing the figures with those of the last year of peace, 
1913-14, we find that the total expenses of civil government, 
including education, old-age pensions, health and unemployment 
insurance, labour exchanges, grants in aid of local taxation, and 
the Post Office have remained almost stationary at about £97m., 
natural increases and increases due to the war being about 
balanced by war economies and savings due to absences on mili- 
tary service. Interest on debt, including that on the “Other 
Capital Liabilities,’’ was about £20m. in 1913-14 and had risen to 
about £128m. in 1916-17, but this is the amount actually paid 
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while the aggregate liabilities were largely increasing. The 
interest payable on what was due at the end of the year must be 
in the neighbourhood of £190m. And finally, naval and military 
expenses were, excluding repayment of debt in military and naval 
votes, about £75m. in 1913-14 and £1,971m. in 1916-17. The 
corresponding figure for 1915-16 was £1,398m. and for the eight 
war months of 1914-15 it may be put at £410m., making a total 
to March 31st of £3,779m., or, if we deduct £213m. for naval 
and military expenses on the scale prevailing just before the war, 
£3,566m. for the special cost of the war. The Committee on 
National Expenditure make it £5,000m. up to September 30th, 
1917. 

If we assume that the war had to begin and cannot be stopped, 
we may still find it interesting to inquire whether it ought to 
have cost so much, and possibly advantageous as well as interest- 
ing to inquire whether its cost should continue on its upward 
course. For this purpose the Committee on National Expenditure 
have been appointed, and, so far as can be seen at present, they 
are doing very good work and likely to be of great service. They 
have made a large number of useful suggestions on points of 
detail which, in the aggregate, may mean the saving of hundreds 
of millions, and they have also managed to bring out some prin- 
ciples neglect of which has cost our own State and the com- 
munity of nations even larger sums. One of these appears in §9 
of the First Report. It is what, when once stated, seems a very 
obvious truth—that in the choice between different military poli- 
cies their comparative cost is one of the matters which should be 
taken into consideration, or, in other words, if there are two ways 
of gaining the same end, the cheaper ought to be preferred. 
The Committee found that “the Imperial General Staff, who are 
the advisers of H.M. Government on all matters of military 
operations, are not instructed to consider, and do not regard it as 
part of their functions to consider, the money cost of any policy 
which they may propose.”’ 

In the Second Report they touch, though with a much less 
certain hand, an even more important cause of expense, the belief 
that the war ought to be and can be carried on without any 
economic loss except that of the luxuries of the wealthy. They 
are sure that neither the percentage of profits nor the commodi- 
ties and services which can be purchased with wages should be 
increased in consequence of the war, but they shrink from bold 
assertion of the truth that the mass of the population must not 
expect to be as well off in war as in peace. The furthest they 
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will go is to be found in §33.: ‘‘ The strongest case should be re- 
quired to be established before any advance of wages is conceded 
on any ground other than the rise in the cost of living. Nor 
should it be regarded as a rule—and we have no reason to think 
that Labour in general desires that it should—that wage-earners 
in receipt of not inadequate pay before the war should be ex- 
empted from all share ‘in the economic sacrifices involved by a 
state of war.’’ They recognise in §32 that increases of wages to 
meet the increased cost of living result in still further increase in 
cost of living and vastly increase the cost of the war, but they 
fail to draw the inference that wages ought not to be increased to 
meet the cost of living, that if they were not, the cost of living 
would not rise so much, and the cost of the war would be less, 
while at the same time the actual necessaries and comforts enjoyed 
by the mass of the population would have been greater than it 
is because the required reduction of consumption would have been 
effected quietly and economically in normal ways instead of by 
the noisy and wasteful methods of Sir Arthur Yapp, Lord 
Rhondda, and ‘all the other Controllers with their gigantic staffs 
of flappers and incapable men. Far from attempting in a 
futile manner to keep the mass of the population in the same 
comfort as before by raising their money-wages, a State which 
wished to carry on a war of the present magnitude ought to have 
endeavoured at once to reduce their net money means by heavy 
taxation. It is true that something in that way was done, but 
how little! The yield of Customs and Excise together only rose 
from £75m. in 1913-14 to £127m. in 1916-17. Though per 
capita money income has increased enormously in the hundred 
years, and especially in the last three years, the higher figure 
means little more per head than was paid towards the end of the 
Napoleonic war. Having given too much and taken too little 
directly, the State might still indirectly have got back some con- 
siderable amount of what it had squandered, by allowing the 
people to pay high prices and taking the profits resulting from 
them. But no! Instead of that it sells cheap when it has got 
the whole supply of an article in its own hands, and cuts off the 
yield of the excess profits tax by enforcing maximum prices upon 
other sellers. And the results are the queue, equal rations, and 
the most dangerous discontent among a people which has plenty 
of money but cannot buy anything except drapery. 

Some complain of a ‘‘ vicious circle’’ and say they cannot see 
where to break it. Expenditure rises because prices rise, and 
prices rise because expenditure rises. But the simile of the kitten 
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chasing its tail is far more appropriate. If the kitten will go 
slower the tail will go slower. The seat of volition is in the 
Government. The Chairman of the Committee complained in 
the House of Commons on January 30th that in the half-year 
since it was appointed, while its recommendations for economy 
in detail had been largely adopted, increases of expenditure add- 
ing nothing whatever to the goods and services obtained by the 
Government had been sanctioned to the extent of £196m. per 
annum—just about the whole expenditure of the State before the 
war. 


£ 
The subsidy given to reduce the price of bread... sia ies 45,000,000 
Subsidy given to growers of potatoes eee 5,000,000 
Further bonus given to bakers to encourage ‘them to ise ‘potatoes 
in the baking of bread ‘ ame ae 150,000 
Increase in the payment of soldiers and sailors 65,000,000 
Additional sums paid in increased pay to officers of the Army 
and Navy ... as wat aide ree a 7,350,000 
Bonus or wage advance to miners... 20,000,000 
Bonus or wage advance to munition workers, ‘direct and indirect.. 40,000,000 
Ditto, railway workers ses eee eee eee aoe ea 10,000,000 
Ditto, Civil servants ... sae ae are a ase Se 3,000,000 
Ditto, teachers in Ireland ben ne “oa se nae eee 170,000 
Ditto, Irish police wa aes 100,000 
Additional grant to the National Insurance F ‘und . on aA 400,000 
Total increase wae Sas cats ... £196,170,000 


Faced by such profligacy, we call to mind the truest of all pro- 
verbs: ‘‘ Light come, light go.’’ Government can spend sums 
nine times as large as its pre-war expenditure and more than 
equal to the pre-war total income of all its subjects because it is 
able to get the money by other means than taxation. If confined 
to taxation, it would be prevented from raising so much by the 
unpopularity of additional imposts : spending less, it would still 
be able to get just as much as at present owing to the lower level 
of wages and prices within the country, and the people would be 
somewhat better off. 

The contribution made by taxation to the cost of the war 
shown by the accounts before us is considerable in proportion to 
the pre-war taxation, but trifling in comparison with the total ex- 
penditure. Customs and Excise, as already mentioned, rose from 
£75m. before the war to £127m. in 1916-17, income tax and 
super tax from £47m. to £205m., and the excess profits tax 
yielded £140m., a total increase of £350m., the other branches 
of taxation remaining nearly the same. Increase of taxation thus 
provided only about one-sixth of the increase of expenditure. 
Though the yield will be larger: during the present year, there 
is litt'e prospect of the proportion rising much above one-sixth. 
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The rest of the increase of expenditure was provided for by 
increase of debt as shown in the following table :— 
“NATIONAL” or “‘ DEADWEIGHT DEBT” 1914-17 
(million £ at March 31) 


1914, 1915. 1916. 1917, 
Funded debt, including _terminable 





annuities ... 616 611 345 342 

3} per cent. War Stock and Ronde 1925-8 -- 349 63 63 

4S 45 Pe 25 1925-45 — + — 900 20 

Be ‘s 1929-47 — — -- 2,067 

4 per cent. tax compounded 1929-42 —- — — 52 

5 per cent. American loan, 1920 ... ASE — — 51 51 

War expenditure certificates (2 years) ... — — a 24 

War Savings certificates (5 years) —_ — 1 74 
Exchequer bonds 2? and 3 per cent. 1915 20 17 — — 

aS a. 3 per cent. 1920 — 50 22 22 

e Ap 5 per cent. 1919, ’20, 2] —_— — 155 157 

= a 6 per cent. 1920 a — — 142 

Treasury Bills nee aes 13 77 567 464 

_- —_— 20 218 


Temporary Advances 





Other debt... ie < <= 9 317 
Total... oe ae aes 650 1,105 2,133 4,011 
Increase in the year... * ... mre 455 1,028 1,878 


Unlike the increase of debt during the previous “Great War,” 
which greatly exceeded the amount of money borrowed, the 
increase shown here does not differ much from the sums actually 
received, as the diminution in the capital of the debt involved 
in the conversion of Consols into War Loan has to be set against 
the discounts and expenses of the new issues. The total includes 
the amount obtained by the issue of currency notes in excess of 
issue as exceeded the £28}m. of gold held against them, as this 
excess is “invested’’ in taking up one or other of the securities 
named in it. 

The amount, at first sight, seems astonishing and incredible 
if we place any reliance on pre-war estimates of national income 
as something probably under £2,400m. and _ national savings 
as something probably under £400m. Individuals certainly are 
not saving all their incomes beyond what is exacted in taxation 
and lending them to Government! But astonishment and incre- 
dulity diminish when we reflect that money comes out from the 
Exchequer as fast as it goes in, and even, owing to the weekly 
issue of about a million of fresh currency notes, a little faster. 
The profusion of Government allows its subjects to lend it more 
money—the growing profusion of Government allows its subjects 
to lend it larger and larger amounts. If the Government, recog- 
nising the national importance of the production of sound eco- 
nomic opinion, will provide a subsidy of £50 for each article in 
the Economic JOURNAL, the present writer, at any rate, will be 
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ready to invest £50 in War Bonds—nay, he will, to save trouble, 
accept payment in War Bonds. Writers on public finance have 
fumbled over the “limits to public expenditure,’’ the prices of 
commodities and services being taken as fixed, or the effects of 
change being eliminated by discussing percentages of income. 
The power of Governments to obtain human energy for the pur- 
pose of fighting the enemy is certainly limited, but the limitation 
is based, not on the impossibility of getting more money, but on 
the limitation of the quantity of energy available. Provided the 
money is paid out, it can be raked in again. It could be raked 
in again (the excess profits duty furnishes an easy example) by 
taxation as well as by borrowing except for the fact that the 
human mind appreciates the futility of the business better when 
£100 collected by the State means immediately £100 paid by the 
subjects in taxes than when £100 received means £100 imme- 
diately paid away for the prospect of receiving £5 (less income 
tax) per annum, while at the same time paying in the future 
enough additional taxes to pay that income plus expenses of 
management of debt and the cost, direct and indirect, of col- 
lecting the new taxes. 

The possibility of paying out and raking in indefinitely large 
sums seems to be bound up with the co-existence of a currency 
which can be indefinitely enlarged. A finite currency, such as 
that provided by a particular metal, will be found insufficient, its 
insufficiency will cause a want of confidence, and the want of 
confidence will prevent money being lent sufficiently rapidly 
to maintain the profuse expenditure. Hence the perpetually 
increasing issues of paper money even by the more solvent 
Governments, to whom the amounts secured by the issues them- 
selves are comparatively unimportant. The Committee look with 
some suspicion on the issue of currency notes, but blunder badly 
in adopting the view that it would raise prices more to pay the 
additions to the issue out directly to contractors and other persons 
employed by the Government in exchange for services performed 
by them than to pay them to banks which give in exchange other 
currency which can be so paid out. What possible difference can 
it make whether a munitioner gets a pound-note hot from the 
press or cold? EDWIN CANNAN 
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ON ABSOLUTE PRICE, AND INDEX NUMBERS 
OF PRICE. 


I. 


IT is a truism that there cannot be a simultaneous rise in all 
values : and it is equally obvious, after a moment's thinking, that 
there cannot even be rises in the value of some commodities 
which prevail in magnitude over the falls in others, for that 
would mean a rise in the average value. If such a state of things 
appears to exist, it implies that values have not been accurately 
measured ; and this again is referable to the want of a proper 
standard of value. 

To arrive at a proper standard we proceed as follows :— 
Let the person @ possess a quantity «, of a certain commodity. 

se a ™ u @, ,, another ” 
b e - b, ,, the first . 


and so on. And let the prices of these commodities, in terms 
of any standard, be 9, p,, etc. 
So that the wealth of the person a is 


Wa = Py + Poly + ... = pa 
Then the total amount of the first commodity is 


” ” 


Q, = 4, +0,+ eisiee 
and the total wealth of the community is 
W =p, Qi + Pa + ..-. = =pQ 


Now suppose that while the goods in existence remain the 
same as before, the subjective valuation of them by the people 
changes, for any reason ; so that the price of the first commodity, 
in terms of the same standard as before, becomes p, + 8p, and 
so on. 

Then the increase in the total wealth of the community is 

SW = Q,5p, + Q,dp. + .... = TQSp. 

Now in general this increase, being expressed in terms of an 
arbitrary standard (say for brevity, gold) will not be zero. But 
it seems to accord with the essential meaning of the term ‘‘ value "’ 
that such a subjective revaluation as we have supposed should 
not imply a change in total wealth, but that any gain in value 
of some commodities is necessarily at the expense of a loss by 
others, such that the total is unchanged. Adopting this view, we 
require a new standard to which gold prices must be reduced, 
and we shall give to this the designation “absolute,” and obtain 
Definition (1) 
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“Absolute price is price expressed in terms of a standard 
such that a revaluation of commodities, unaccompanied by any 
change in their amount, causes no change in the total of wealth.’’ 

Then let g be the price of gold in terms of the absolute 
standard, and the absolute price of any commodity be 





7 = gp 
Then 
d27Q = 0 = dXgpQ 
or 
g2=Qdp + XpQ. dg = 0 

whence 

89 _ _ 2Qdp _ _ 2QSp (1) 

; Op a 


This equation enables us to express the fluctuations in the 
absolute price of gold, and consequently to realise the absolute 
standard of value (except for a constant factor, which is arbitrary 
and of no importance). 

This definition, however, is not the only possible one, and 
it may be objected that when a subjective revaluation occurs, 
the efforts of the community will no longer be directed in the 
same way as before; but that insofar as the continued production 
of new goods is in question, the condition of unchanged production 
is really inconsistent with the premiss of changed values. We 
ought rather to suppose that production is modified to suit the new 
values, but that the total of productive effort remains the same 
as before. We then obtain Definition (2) : 

‘Absolute price 1s price expressed in terms of a standard 
such that a revaluation of commodities, accompanied by the 
consequent redistribution of effort in production, the total of 
effort being unchanged, causes no change in the total of wealth.”’ 

Let g' be the price of gold in terms of this new standard, 
and 

‘=9?P 
be the price of any commodity. 

Let €,; be the elasticity of supply of the first commodity 
expressed in gold prices, or 


Then the wealth of this kind produced under the new con- 
ditions will be (p, + 6p,) (Q, + 6Q,) and will exceed the total 
under old conditions by 


P:8Q, + Q8p1 = (1 + 4) ) O81 
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Similarly let ¢, be the elasticity of supply expressed in absolute 
prices, so that the increase in the wealth of the first kind is 


(1 + €) Q,677, 
and the increase in total wealth 
SW = 3(1 + €)Qdr = 0 
by definition. ; 
[For the changes in the Q’s are not arbitrary, but are connected 
by the condition that their sum must be such as to save as much 
effort in some directions as is spent in others. } 


But 
eat OW _ gpPQ 
Qin’ Qg'Sp + psy’) 
so that 
e_ op + poy 
e gdp 
Hence ” 
-% 9 Op 4 aS, 
éW x(1 +e jin + 5g) P89 + f Sp) 
=2Q(9'Sp + pdg’ + eg’Sp) 
=ZQ{pdy’ + (1 + e)g’dp} = 0 
59’ XQ(1 + e)dp =Q(1 + e)dp 
O Se oe eee ee «6, Cg 
e ea Xp OW yi 


The first of these definitions may be distinguished as the 
“* eapital,’’ the second as the ‘‘income’’ definition of absolute 
price. 

Subjective revaluations in nature are not abrupt, though 
they may be rapid (e.g., on outbreak of war); we must therefore 
suppose, in order to realise the first definition, that the revaluation 
happens in a time too short for an appreciable change in the 
existing stock of goods. In order to realise the second definition, 
it must be supposed to happen in a time too short to admit of an 
appreciable change in the amount of natural resources, capital, 
labour and enterpriser’s ability in existence. The term ‘effort ”’ 
in the definition is to be taken as including the use of the material 
factors available for the human effort. 

If the money used by the community be not a mere means 
of exchange, but has value in itself, it must be counted as one 
of the commodities : for it, of course, ép=0. 


II. 


Index numbers are based on the theory that changes in the 
value of gold are measured inversely by changes in the weighted 
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mean of gold prices. This would appear to be in accordance 
with equation (1); but the commodities chosen for calculating 
index numbers are always such as form an important part of 
income rather than of capital. Hence the customary index num- 
bers while they give a workable approximation in the case of 
changes due to abundance or scarcity of money, do not apply 
correctly to ‘such cases of revaluation as are considered above. 
On the other hand, the basis of index numbers is not consistent 
with equation (2). (Though the inconsistency, being only in the 
weighting, may not be important in practice.) 

Any arbitrary set of changes in prices and quantities may be 
expressed as the sum of a change in demand (or subjective revalua- 
tion) and a change in supply (or in effort), in the foregoing. At 
first sight it might be thought that on allowing for the latter, the 
absolute price of gold might be determined by means of the change 
in demand. 

But the equation of exchange is :— 


SmpQ=MV ....... @) 


where 7 is the number of times any piece of wealth is sold, M is 
the amount of money, and V the frequency with which it is used. 
Now, if the quantity and frequency of money remain the same, it 
is clear that a knowledge of the conditions of supply and demand 
alone will not enable us to calculate 8p since n is unknown. Of 
course, if the Sps are known historically equation (1) can be ap- 
plied to find the absolute price of gold ; but if only the nature of the 
change in demand is known, equation (1) can only be applied in 
such a way as to satisfy equation (3). That is, an index number, 
even if it took into account all commodities, and was weighted 
in accordance with their quantity, would only give correctly 
changes in the value of gold due to monetary changes, but not 
those due to changes in supply and demand of commodities (1.e., 
if value be identified with absolute price as defined in this paper). 


Il. 


At the beginning of the war an abrupt change in demand 
caused the value of most consumption goods to rise relatively to 
most instrumental goods (including with the latter durable con- 
sumption goods like houses). Now, the quantity of consumption 
goods in existence is much smaller than that of instrumental, but 
the value of n for the former much exceeds that for the latter. 
Consequently, although =nQSp was positive, that of 2Q5p was 
negative, hence by (1) 6g was positive, i.e., the absolute price of 
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gold rose. (Money is, of course, much in request in time of crisis.) 
Subsequently, monetary inflation tended to neutralise the rise in 
value of money, while exaggerating the rise in the gold price of 
consumable goods. 

At a later stage the assumption of a constant stock of goods 
involved in equation (1) is to be replaced by the assumption under- 
lying equation (2) of constant effort turned into new directions. 
Later still no doubt the total of effort was increased. 

The extremely high gold price of consumption goods in the 
later years of the war cannot be explained in accordance with 
equation (3) entirely by an increase in M and a decrease in Q. 
No doubt there is inflation of currency, not neutralised, in England 
at least, by hoarding; also the total output of goods is probably 
less than in peace time, despite greater effort. But it is worth 
while enquiring whether a decrease in n is not of importance 
too. This comes about in two ways; a great part of the effort 
goes to produce a commodity—military service—that is only sold 
once. Secondly, the difficulties placed in the way of trade, and 
especially of speculation, would diminish n and so tend to raise 
gold prices; a consequence almost ludicrously in conflict with 
the intentions of governments in discouraging speculation. 

The phenomena observed in a commercial crisis are in many 
ways similar to those of the first phase of the war; commercial 
cycles generally afford good illustrations of the theory. 

If the taxable income of the United Kingdom for the last 
half century’ be graphed, it will be found to show marked 
inequalities of progress. If the figures be reduced by means of 
Sauerbeck’s index number the series shows almost equal irregu- 
larities in the opposite sense. The curve is made much smoother 
by the use of a new index number=Sauerbeck’s index +85. 
This of course is far from showing that the new index is correct ; 
but it may serve to show that for some purposes the usual indices 


like Sauerbeck’s are incorrect. 
R. A. LEHFELDT 


Johannesburg, 
June, 1917. 


EXTRACTS FROM GERMAN PERIODICALS RELATING TO THE WAR. 


THE Annalen des Deutschen Reiches, 1917, Nos. 1-4, gives a 
good analysis of the Auxiliary Service Act. The principal objects 
of the Act are to place supplies of labour at the disposal of the 
munitions industries and to set free for the Army men hitherto 


1 Stamp, J. C.: British Incomes and Property, p. 318. 
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indispensable at home. Every male German between the ages of 
17 and 60 is liable to auxiliary service, provided he has not been 
called up for army service. Every German is subject to auxiliary 
service without distinction of rank, position, or calling, irrespective 
of the class of the population to which he belongs, whether he is 
an employer or an employee, whether he is a manufacturer, a 
trader, an artisan, a business man, or a farmer, whether he is a 
member of the learned professions or a labourer, whether he is 
rich or poor, whether he is dependent on his own labour for his 
subsistence or not. 

Men liable to military service are also liable to auxiliary 
service. During the period when they are in the Army, however, 
the latter obligation is dormant. But if a man is discharged, it 
comes into force again automatically. This is particularly impor- 
tant in the case of men who are temporarily exempted, and who, 
during the period between their discharge and their return to the 
Army are subject to auxiliary service. 

The auxiliary service obligation falls only upon men. It does 
not apply to females or to lads under 17. There was, indeed, a 
movement among German women to bring about their inclusion 
in the Act. But no urgent necessity for this was recognised. 
There is no lack of female workers. The*labour market in 
general always shows a large surplus of women workers. It was 
therefore not necessary to make women also liable to patriotic 
auxiliary service. This does not mean that there was any desire 
to dispense with the services of the women. The voluntary offer 
of those services is expected. 

The competent authorities have the right, within the scope 
of the Act to dispose of the activities of every private individual. 
Any man liable to auxiliary service can at any time be called up 
for it, and indeed, as is the case with military service, even when 
living abroad. The Auxiliary Service Act divides the entire 
economic life into two parts—that which is concerned with the 
war and that which is not. The former is called “patriotic auxili- 
ary service.” In this the more important class is placed work 
in connection with official bodies, in war industries, in agriculture 
and forestry, in sick-nursing, in war economy organisations of 
every kind, or in other occupations or businesses which are of 
direct or indirect importance for the conduct of the war or 
supplying the people’s needs. 

In carrying out the required rearrangements the voluntary 
principle is to be employed as far as possible. (But by a new order 
of Nov. 9 a larger measure of compulsion is introduced). There 
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are elaborate provisions for the legal protection of those liable to 
auxiliary service. 

The whole of the administration is in military hands. Deci- 
sions are entrusted to committees which are variously constituted 
according to the nature of their duties. They are of three types: 
(1) Committees which have to decide :—(a) Whether an occupa- 
tion or business within the meaning of the Act is of importance, 
directly or indirectly, for the conduct of the war or supplying 
the people’s needs; (b) Whether and to what extent the number 
of persons employed in a calling, an organisation, or a business 
exceeds its requirements. (2) Committees which have to decide 
as to the calling up of individuals liable to auxiliary service. 
(3) Committees which have to decide appeals against refusal to 
grant a leaving certificate (the certificate which a man liable to 
auxiliary service must bring from his previous employer before 
he is engaged by another). 

Thus, without shaking the foundations of economic life, it will 
be possible to divert large numbers of men from unessential 
occupations to war industries. 

The December number of Technik und Wirtschaft (No. 35, 
1917) cites results obtained from the employment of women in war 
industries, especially in foundries. 

The output of the women is only in exceptional cases equal 
to that of the men ; as a general rule they average 3 or ? of a man’s 
production. The use of special clothing for women, such as vests, 
trousers, and caps, had a very favourable influence on the increase 
in production. By wearing male attire, women are able to under- 
take work of a kind which they had hitherto been prevented from 
doing, and as a result of this the number of male staff can be 
reduced. Another consequence of this special attire for women is 
that they are better able to resist changes of temperature (as is 
the case in foundries), and are thus less liable to catch colds. 
Vests, trousers, and caps also give better protection against dust, 
and are a safeguard against accidents. 

As to wages, it is rather difficult to adopt the principle used in 
machinery shops, namely, paying women for piece-work % of a 
man’s salary. Work changes constantly in foundries, and a 
casting which is made to-day by a man may be made to-morrow 
by a woman. To avoid difficulties, which most likely would arise 
if one and the same kind of work was paid on a different scale, it 
has been thought better to pay women at the same rate as men. 
One danger will always remain—that women will endeavour to 
get employment in the machine shops, a kind of work which they 
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undoubtedly prefer, when the high wages offered them in foundries 
have no more charm for them. 

According to the statistics of the General Local Sick Pay 
Office, Berlin, in Dec., 1916, only 16.7 per cent. of the women 
(of the men 62.6 per cent.) earned more than Mk.3.15 a day, 
25.3 per cent."(men 14.3 per cent.) had an income of from 
Mk.2.16 to Mk.3.15, and 58 per cent. (men 23.1 per cent.) did 
not receive a daily wage of Mk.2.16. A similar state of things is 
revealed by figures lately issued by the Leipzig Local Sick Pay 
Office. 

Statistics quoted from Deutsche Metallarbeiter, Nov. 27, show 
the following contrast between the daily wage (in marks) of men 
and women. 


Men. Women. 
Unskiilled ... see ane 5-0 3:50 
Stampers... aan nae 4-50 3-0 
Warehouse hands ... wee 7-50 4:0 
Crane drivers sas — 8-50 5-50 


It appears that Krupp’s pay their unmarried men for uninter- 
rupted work after three months a special bonus of Mk.25, whereas 
women only receive Mk.20. (Soziale Praxis, Nov.27.) 

According to the Soziale Praxis (Jan.10), the number of women 
employed on the Prussian railway system, amounting before the 
war to 10,000, is now 100,000. On the whole their employment 
has been so successful that the Minister of Railways intends to 
increase considerably the number of women employees for the 
duration of the war. In many departments women have proved 
themselves fully the equals of men, but when physical strength 
is required, as, for example, in keeping the lines in repair, and in 
the workshops, women can only do 50 to 75 per cent. of the work 
performed by the men. 

In Die Konjunctur (Oct.17) the well-known editor of that 
organ, Richard Calwer, deprecates the order which was about to 
be issued by the German Bundesrat to the effect that a special 
licence will be required: 1. For the formation of joint stock 
companies of all descriptions if their share capital amounts to more 
than Mk.300,000. 2. For an increase of the capital of such com- 
panies if such increase exceeds the sum of Mk.300,000, with other 
provisions intended presumably to withhold access to the money- 
market from those not devoted to war industries. What is really 
intended, observes Dr. Calwer, is that a central office (Emissions- 
zentrale) conducted by the Reichsbank is to be empowered to 
decide whether or no a company is to be permitted to increase 
its capital. But even the best-conducted and _best-equipped 
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office cannot rightly appreciate the necessity for new issues 
as affecting private interests, and still less as affecting 
national interests. It has to proceed in accordance with a fixed 
and rigid scheme. It will be just in the period of transition 
economy that this policy will give rise to the greatest blunders 
and injuries since it is then that the greatest freedom of action 
possible will be needed in order to stimulate and increase the 
spirit of industrial enterprise. Furthermore, the limitation of un- 
restricted issues at that juncture cannot be wholly effective. The 
Central Issues Office can indeed prevent capital increases in the 
latter, but the companies concerned will then endeavour to find a 
way to procure themselves the necessary capital by some other 
method, and thence will result an extremely unhealthy develop- 
ment, the disadvantages of which will far exceed those arising from 
unrestricted issues. No check, for example, will be placed on 
large private concerns which increase their capital, but only on 
joint-stock companies. From this differential treatment conse- 
quences will follow which will be the more objectionable the more 
the liberty of action of share companies is restricted, yet it is 
proposed thus to fetter the share companies not only during the 
war, but also in the period of transition economy. Here again 
we see the triumph of the idea which lies at the root of the system 
of compulsory war economy that economic activities can be and 
must be regulated from a bureaucratic standpoint. In spite of 
the experiences of war economy the fact still fails to gain recog- 
nition that for such a regulation to be effective the necessary power 
to enforce it is lacking, and that economic life is in revolt against 
any such regulation and is finding ways and means to escape from 
it. 

In the Dusseldorf Chamber of Commerce, Dr. Otto Brandt 
argued against the intention of Government to create mono- 
polies in order to meet the burden of war. This intention was 
announced by Dr. Michaelis, then Chancellor, and Herr Schiffer, 
Under-Secretary of State for the Imperial Treasury. Compulsory 
Syndicates, who for the protection of Government would pay a 
tax are recommended by Geheimer Kommerzienrat Caro. Brandt 
argued as follows :— 

Caro is prepared to permit the Government to have mono- 
polies instead of compulsory syndicates, for its syndicates some- 
what resemble monopolies, and this demand is advanced still 
more strongly in other quarters. Shortly after the outbreak of the 
war Prof. Jaffé loudly voiced the demand for the “ militarisation 
of economic life,’’ and challenged the Government to get rid of 
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employers’ profits by taking over industries and monopolising 
them.., 

The Government is obviously ready to take this hint, since 
it believes it has at its disposal soil well prepared for such efforts 
by the effects of the war and the compulsory economic system 
which it involves, and is counting upon the fact that industry, 
which no longer presents a united front against compulsory syndi- 
cates and monopolies, is a force too weak to be able to undertake 
a vigorous defence of private enterprise. For this reason Herren 
Michaelis and Schiffer have announced that the Government, on 
financial grounds, is about to create monopolies for meeting the 
burdens of the war, and has at the same time declared aluminium 
and nitrates to be monopolised industries. What other raw mate- 
rials or industries are to be subjected to similar treatment we do 
not know, but so much we can say, that the raw material indus- 
tries and the grain trade are the first that it is proposed to 
nationalise. 

It is indeed hardly necessary to describe in detail the dangers 
lurking in these plans for Germany’s economic life both at home 
and abroad. In no circumstances is it possible to agree with the 
Tmperial Chancellor’s idea that monopolies must be introduced for 
financial reasons, in spite of the fact that they will, as he freely 
admits, be more expensive in their working and, as he somewhat 
mildly puts it, will injure the quality of the goods. The danger 
that Germany may not produce her goods and especially raw 
material (which is to be the chief subject for monopolisation) as 
well and as cheaply as possible, but dearer and worse than industry 
must demand and than other nations are able to do, is indeed very 
great, since everyone knows that even before the war our indus- 
tries could only make their way on the world’s markets by their 
ceaseless endeavours to keep down the prime cost. Whoever, like 
the Imperial Chancellor, is firmly convinced that monopolies have 
the consequences mentioned must, in my opinion, give preference 
to any other means of raising money. In criticising Government 
monopolies it is not merely a question as to whether they are cheap 
and good, or bad and dear, in their working, but what must turn 
the scale is the devastating effect they have on economic life by 
eliminating all private enterprise. A syndicate also restricts the 
individual undertaking to a certain extent, viz., in regard to 
increasing the amount of its output. But in a syndicate many 
concerns compete with each other, and each manager of a concern 
endeavours to increase the technical advantage and the profit of 
his own concern above those of others in the syndicate by more 
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economical methods of working and by introducing as many 
technical improvements as possible. Thus it is exactly that mutual 
incentive to the economical working of a concern which is most 
valuable for industrial progress that is retained by the syndicate. 
All competent minds in the industries concerned are constantly at 
work, all commercial and technical intelligences are continually 
busy and spurring each other onward. In the case of a monopoly 
this competition with its many-sidedness is completely lacking. 





OFFICIAL PAPERS. 

Seventy-ninth Annual Report of the Registrar-General of Births, 
Deaths and Marriages in England and Wales (1916). [Cd. 
8869.] 5s. 6d. 

THE marriage-rate for 1916 was 14°5 per 1,000; 45 below the 
abnormally high rate of the preceding year, and ‘5 below the 
average of the decade 1905-14. The birth-rate was 209 per 1,000, 
the lowest rate on record. The proportion of male to female 
births was unusually high. The civilian death-rate may be con- 
sidered as approximately equal to the lowest on record—viz, for 
1912—when a correction is made for the deterioration of the male 
population between the ages of 15 and 45 resulting from the 
abstraction of men fit for military service. 


veorganisation of the Board of Trade [Cd. 8912.| 1918. 1d. 

THE work of the Board of Trade is to be organised in two main 
Divisions or Departments, viz :—(a) The Department of Com- 
merce and Industry, and (b) The Department of Public Services 
Administration. The Department of Commerce and Industry will 
be mainly concerned with the development of trade, with vigilance, 
suggestion, information, and with the duty of thinking out and 
assisting national commercial and industrial policy. The Depart- 
ment of Public Services Administration will be primarily engaged 
in the exercise of statutory and other administrative functions of 
a permanent nature with regard to trade and transport now or in 
the future entrusted to the Board of Trade. It will therefore 
include the work performed by the present Marine, Railway, 
Harbour, Companies and Bankruptcy Departments. The Depart- 
ment of Commerce is subdivided into several sections :—(a) 
Commercial Relations and Treaties (the present Commercial 
Department), including such matters as commercial treaties and 
agreements, Empire and foreign tariffs and trade regulations, etc., 
(b) Overseas Trade (Development and Intelligence) ; the newly-con- 
stituted Joint Department of the Board of Trade and Foreign 
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Office (as to which see Cd. 8715); (c) Industries and Manufac- 
tures.—A new department dealing with home industries, with 
special reference to their development and stability, production, 
and the economic strength of the country generally ; with questions 
of policy connected with trade monopolies and combinations, alien 
penetration into British industries, and the promotion of new 
trades. (d) Industrial Property.—The main part of this depart- 
ment will be constituted by the existing Patent Office. Among its 
functions will be the encouragement of invention and the protec- 
tion of the commercial public from the abuse of monopoly. 
(e) Industrial Power and Transport—A new department 
charged with the consideration of all questions of general policy 
relating to transport in its commercial aspect, including shipping, 
canal and railway rates and facilities, through railway and ocean 
rates, shipping conferences, etc. The Department of Public 
Services Administration consists of sections which are already in 
existence. The purposes of the reorganisation will be furthered 
by the issue of the Board of Trade Journal in a new and extended 
form. 


Weekly Hours of Employment Memorandum. No. 20. Health 
of Munition Workers Committee (Ministry of Munitions [Cd. 
8801.] 1d.) 

THE Committee, referring to their Memorandum No. 5 (noticed 
in the Economic JOURNAL), consider that the maximum limits of 
weekly employment there provisionally suggested (e.g. for women 
and girls as the normal legal limit, 60 hours) was too high. In 
proof of this results of Dr. Vernon’s investigations are cited, for 
instance :— 

Women TuRNING ALUMINIUM FvuzE BoDIEs. 


Actual Relative Relative 
weekly hours. hourly output. total output. 
First period ... ... ... 66-2 100 100 
Second period .. ... 54°8 134 111 
Third period et fews 456 158 109 


A further reduction of hours—with due regard to the circumstances 

of different works—is recommended. 

Review of. the Trade of India, 1916-17. Forty-third Issue 
No. 453. 


KLEGANTLY coloured diagrams exhibit the changes in the pro- 
portions of Indian trade with several regions in 1916-17 compared 
with the period 1909-10 to 1913-14 ; Japan and the United States 
showing an increase (per cent.) both in exports (from India) and 
imports (into India), and other foreign countries a decrease in 
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both ; the British Empire a considerable increase in exports, a 
slight decrease in imports. For the absolute quantities a correction 
is necessitated by the rise of prices. Had the level of prices of 
1915-16 prevailed, exports would have been £135,551,000 instead 


of £155,436,000. 





OBITUARY 


WILLIAM KENNEDY. 


In the December number of the JOURNAL it was only possible 
to record the death of Lt.-Col. Kennedy. 

He was born in December 1885, and was educated at the High 
School of Glasgow from 1897 to 1903 and at the University from 
1903 to 1909, taking the M.A. degree in 1907 and first-class 
honours in Ecomonic Science in 1908, besides the Gladstone 
Memorial Prize and the John Clark Scholarship in Economics. 
His university career was almost coincident with his apprentice- 
ship to chartered accountancy, but his interest in economic studies 
turned him away from the success promised by that profession 
when he had obtained his qualification in it. He had already taken 
part in Mr. Tawney’s 1907 investigation into boys’ employment 
in Glasgow, and the Carnegie Trust gave him a Research Scholar- 
ship in 1909 for work to be done concerning theories of the distri- 
bution of taxation in the 19th century. Next year he was elected 
to a research studentship at the London School of Economics, 
which resulted in the publication, in 1913, of English Taxation, 
1640-1799, An Essay on Policy and Opinion, and the attainment of 
the London B.Sc.(Econ.) degree. His book is reviewed by Dr. 
J. H. Clapham in the Journat for 1914, p. 267 ff. Not considering 
his education yet complete, he obtained a further Carnegie grant 
for the study of German theories of foreign trade, and spent all 
1913 at Munich, Leipzig, and Heidelberg. He then returned to 
teach at Wren’s and the School of Economics, and to marry Miss 
Olivia Powell. The outbreak of war caught him and his wife on 
their honeymoon in the Tyrol. At the end of 1914 he joined the 
Inns of Court O.T.C., was Captain in the 18th Highland Light 
Infantry by April, and won the M.C. in the Somme fighting of 
July. Recognised as extraordinarily efficient, he, was put through 
the Senior Officers’ courses and became Major in March, 1917, 
and Acting-Lieutenant Colonel to a Welsh Regiment in July. He 
was killed while leading a charge against an enemy counter-attack 
on November 23rd in Bourlon Wood. 
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In him British economics has lost one who would have stood 
well outside the ruck, as is well shown in the following words 
received from one of his friends at the School of Economics : “ Now 
that I come to write I find it very difficult to give any description 
of him which will really sum up his personality. His influence 
on the younger men and women at the School was profound, but 
it was negative rather than positive. His own philosophical posi- 
tion was dominated by the idea that individuals count only as 
members of an organised society—he was if you like, an Hegelian, 
but I think he was really an Elizabethan in his outlook on life ; 
his ideal was a ‘ well-ordered society ’ in which there were definite 
classes, all with their proper place and function marked out for 
them. Yet he really understood and sympathised with the workers, 
while believing Radical philosophy completely at sea in pitying 
their lot. It is easy to see how this fascinated us and how strong 
an impression he made with it added to his brilliant dialectical 
powers and his personality. He took relatively small interest in 
the problems of pure economics—he always disliked the ‘ Hedonic 
assumptions of the marginalists.’ 

“He was a strong believer in Protection, not on economic but 
on Imperial grounds. He always argued from the central position 
which I have described, never swerving from what he thought to 
be the true philosophy of life. On his last leave he and I had been 
to a lecture by Graham Wailas, and I remember his maintaining 
that, war or no war, life was a good thing, and would still be so 
even if, after this war, the race of armaments should begin again. 
Another thing he said then is the clue to all his thinking : ‘ You 
Radicals are always talking about the State and the Individual. 
I like the attitude of the Frenchman. He says ‘‘ I am the State,”’ 
and there’s an end to it.’ In his case the end was nearer than we 
thought, but it was one which was not unworthy of his beliefs.”’ 

E. C. 





CURRENT TOPICS. 


A COMMITTEE has been appointed to consider the various prob- 
lems which will arise in connection with currency and foreign 
exchanges during the period of reconstruction, and to report upon 
the steps required to bring about the restoration of normal con- 
ditions in due course. Its members are Lord Cunliffe, chairman, 
Sir Charles Addis, Hon. Rupert Beckett, Sir John Bradbury, Mr. 
G. O. Cassels, M. F. Gaspard Farrer, Hon. Herbert Gibbs, Mr. 
D. H. N. Goschen, Lord Inchcape, Mr. R. W. Jeans, Professor 
Pigou, Mr. G. F. Stewart, and Mr. William Wallace. Mr. G. C. 
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Upcott, of the Treasury, will be secretary. The inclusion of a 
professional economist in a committee dealing with monetary 


technicalities is gratifying. 





AmonG the officers bearing the rank of assistant-secretary who 
will take charge of the sections in one or other of the two main 
Departments of the reconstituted Board of Trade, as described on 
an earlier page, several contributors to the Economic JOURNAL are 
conspicuous: Mr. Percy Ashley, Industries and Manufactures ; 
Mr. S. J. Chapman, General Economic Department ; Mr. A. W. 
Flux, Statistics. 


A ConsuMERS’ Council has been constituted at the Ministry of 
Food, under the presidency of Mr. J. R. Clynes, M.P., the Parlia- 
mentary Secretary of the Ministry. The object of the Council is 
to enable the consumer to be kept in touch with the policy and 
organisation of the Ministry. Its members consist of three repre- 
sentatives of the Parliamentary Committee of the Trade Union 
Congress, three representatives of the National War Emergency 
Committee, six representatives of the Parliamentary Committee 
of the Co-operative Congress, and three representatives of the 
Women’s Industrial Organisation, appointed by these bodies at 
the invitation of the Minister of Food. Three other members 
(Lady Selborne, Lord Rathcreedan, and Professor Sir William 
Ashley) were subsequently added by Lord Rhondda’s invitation, 
to represent the general consuming public not covered by the 
national organisations referred to. The first meeting was held on 
February 1, and at present the Council meets weekly. 





THE Select Committee appointed by the House of Commons to 
investigate the question of Premium Bonds has lately reported 
(H. of C., 168, price 1d.). The Committee are of opinion that 
Bonds repayable after a fixed term of years, e.g. 10, at par plus 
compound interest at a rate not less that 2} per cent. would 
probably attract many small investors to whom the ordinary flat 
rate of interest does not appeal. But tae proposal to introduce 
an element of chance into our National Finance seems to them 
too contentious for the present times. 





In this connection we give our readers the advantage of an 
opinion based on long experience of credit transactions. The 
Nestor of the banking world, Sir R. H. Inglis Palgrave, con- 
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sulted by us about the Report of the Select Committee, referred 
to above, replies as follows :—“ The Report proposes that the Bonds 
should be repayable after a fixed term of years at par plus a mode- 
rate rate of compound interest, not less than the 2} per cent. now 
paid on the Government Savings Bank deposits and having the 
feature that a certain number should be drawn each half-year for 
payment at a premium over and above the issue price, both interest 
and premium being paid free of tax. An example of such an issue 
would be as follows. The Bonds might be issued by the Treasury 
in series of £10,000,000, as and when required, and be repayable 
in 10 years, with 2} per cent. compound interest, free of tax. The 
difference between 2} per cent. and 4 per cent.—the latter being 
the current rate of interest on tax-free Government Bonds—leaves 
a balance of 14 per cent., which would provide an ample fund out 
of which substantial premiums could be paid on many thousands 
of Bonds drawn and paid off half-yearly, the premiums ranging 
possibly from £5 to £1,000. Bonds not drawn would be repayable 
on maturity at 26s. (for each £), that sum representing the capital 
value together with compound interest at 2} per cent. To make 
this statement clear to the “‘man in the street,’’ the Government 
should print a detailed account showing how many Bonds of a 
series of £10,000,000 would receive premiums and what those pre- 
miums would be, and when the repayments would take place. The 
Bonds would be all equal in amount, £10 would be the best unit. 
It is possible, though not very likely, that such a proposal would 
appeal to a sufficient number of persons to make it useful. The 
element of “chance” in this form does not seem to be likely to be 
dangerous, and the possibility that the habit of economy would be 
strengthened by such a form of investment might be set against 
this danger. But it seems not very likely that many persons would 
accept such a security. If the drawings were arranged, as appears 
intended, to repay the investors in ten years by half-yearly draw- 
ings of £500,000 each, the owner of a bond might have to wait 9 
or 10 years before his bond was drawn, meanwhile he would 
receive no interest and hold a security which would probably be 
unsaleable.” 


Sir INGuis illustrates the working of the proposed system by 
the somewhat analogous, but not identical, case of the Premium 
Bonds issued by several foreign countries. “They return to the 
holder a but comparatively low rate of interest. Besides this, at 
fixed periods premiums are offered on a few of the Bonds that are 
drawn. “TI will give,’ he continues, “the instance of the drawing 
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of the bonds of the Crédit Foncier of the 12th January, 1916. 
On this occasion 114 Bonds were dealt with. They were all for 
£10 on which 3 per cent. was regularly paid. They formed part of 
a very large mass of such bonds. 


1 Bond was paid off with £4,000 cash. 
1 ” ” » £400 _s—ez 
12 Bonds were paid off with £40 
ING? Ss = 1; » $20 ,, 
It is to be observed that while some of the Bond holders gain, and 
largely—no one of them loses, as all the Bonds which are not paid 


off at a premium are paid off, eventually, at par.’’ 





Sm Epwarp HOo.peEn’s address to the shareholders of the 
London City and Midland Bank last January contained a luminous 
account of German Finance ; showing the part played by Darlehen- 
kassen Notes and Treasury Bills in forming legal cover for the 
Notes of the Reichsbank. The ratio of cash to liabilities declined 
from 63°4 per cent. in July, 1914, to 20 per cent. in 1917, or only 
13 per cent. if Darlehenkassen Notes are not counted as “cash.’’ 
The seven War Loans of Germany, together with a floating debt 
of some £1,540 millions, form a total of just over £5,000 millions, 
against total cash borrowings in this country just under that huge 
sum. Sir Edward Holden deals next with American Banking and 
Loans. Then, turning to our country, he makes a vigorous attack 
on the Bank Act of 1844. But for that Act it might have been 
possible, he suggests, to get through the crisis of 1914 without a 
moratorium. According to the Bank Statement of August 5, 1914, 
the ratio of cash balance to liabilities in the Banking Department 
was 14°6 per cent. Whereas a balance-sheet, reconstructed on 
principles adopted by the State Banks of other countries, shows the 
ratio of cash to liabilities at that date to be 37 per cent. The fact 
that the time for the revision of the Bank of England’s Charter 
has now come makes Sir Hdward’s polemic the more formidable. 


THE issue for 1917 of the Financial and Commercial Review 
published annually by the Swiss Bank Corporation includes, as 
usual, some very valuable statistics, as well as an instructive sum- 
mary of the financial events of the year. In particular, the 
appended statement of the Gold Reserves and Note Issues of the 
principal banks of the world is of so high interest as to deserve 
reproduction. One figure of importance it is possible to state 
authoritatively now for the first time ; after concealing the figures 
of its balance-sheet since the outbreak of war the Bank of Austria- 
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Hungary at last, on December 7, 1917, published the astonishing 
fact that its gold reserve had fallen in absolute amount from 
£52,295 ,000 to £10,568,000 and in proportion to note issue from 
53°9 per cent. to the extraordinary figure of 1°5 per cent. The 
gold has doubtless been lost in part to Germany and in part to 
Turkey. The deliberate publication of these alarming figures at 
the moment of a strong peace movement throughout Austria, and 
of a great stirring of anti-German sentiment, can hardly have been 
without a purpose. 


THE figures for India (not included in the table opposite) are 
separately stated as follows :— 
Dec. 31st, Dec. 31st, Dec. 3lst, July 31st, Dec. 31st, 


1914. 1915. 1916. 1917. 1917. 

Note Issue ... ... ... 6,083lacs 6,234 lacs 8,215 lacs 9,931 lacs 10,83] lacs 
Silver, Coin and Bullion 2,987 ,, 2,944 ,, 1,736 .,, 2,638 ,, 1,905 
Gold, Coin and Bullion 

(RIE) «a «a. Sab ,, E28 ,, F3SP- ., 10S: » SOI. <, 
Gold, Coin and Bullio 

(out of India) as; SGD -5 G15. ,, 192 ,;, 442, 105 
Indian Government 

Securities ... ... 1,000 ,, 1,000 ,, 1,000 ,, 1,000 ,, 1,000 ,, 
British Government 

Securities ... . 400 400 ,, 3,096 ,, 5,148 ,, 5,148 ,, 


(1 lac = 100,000 rupees = £6,666 13s. 4d.) 


THE figures given in the table for Russia are those for the last 
return published before the Bolshevik Revolution. The further 
progress of events since that time renders it possible that there 
may be a complete breakdown of the acceptability in Russia of the 
paper rouble comparable to that which took place in the case of the 
French assignat in 1795 as described by Mr. Hawtrey in his 
article printed above. Mr. Hawtrey’s main thesis in this article is 
that the Bank Restriction of 1797 is chiefly to be accounted for 
by the drain of metal to France consequent on the collapse of 
paper as the circulating medium of that country. He has sug- 
gested to the Editor that something of the same kind may possibly 
be imminent in Russia. A country which, through distrust of 
other media, is determined to have a metallic currency at all costs 
is generally able, so far as historical experience goes, to obtain it, 
however seriously the apparent balance of trade may be adverse. 
In this event we may anticipate a drain of gold to Russia from 
Germany and Scandinavia and a drain of silver from China and 
even, across the north-west frontier, from India. The effect of this 
on the relative redundancy of gold in Scandinavia and on the 
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already excessive price of silver may be watched with interest. 
The hypothesis is, at the least, curious. 





THE following extract, relating to Brazil, from the January 
circular of the British Bank of South America is of interest to 
students of currency. “There is a great shortage of gold in the 
Rio market. At the time of writing 1,000 sovereigns could be 
exchanged for a bank cheque on London for about £1,160. 
Curiously enough, other gold coins do not command quite so high 
a premium. Thus, 1,000 sovereigns are intrinsically worth about 
4,870 U.S.A. dollars, but in actual practice 1,000 sovereigns can 
be exchanged in this market for over 5,000 gold dollars. It is not 
easy to explain this anomaly, but something is, no doubt, due to 
the fact that the American men-of-war calling at this port pay 
their men in gold coin, and hence a certain amount of American 
gold is put into circulation here.” 





THE Labour Co-partnership Association have arranged a series 
of conferences and discussions on The Place of Labour Co-partner- 
ship in Social Reform. Addresses have already been given by Mr. 
E. O. Greening on “ Labour Co-partnership as the shortest way to 
Emancipate Labour,’’ and by Mr. E. W. Mundy on “The Relation 
of Labour Co-partnership and the Whitley Report.’’ Further 
addresses, still to come, are by Mr. F. Maddison (March 23) on 
“The Relation of Labour Co-partnership and Trade Unionism,’’ 
Mr. Aneurin Williams (April 13) on “The Relation of Labour Co- 
partnership and Socialism,’’ and by Mrs. Victor Branford (April 
27) on “The Relation of Labour Co-partnership and Guild 
Socialism.’’ The meetings are held at 3 p.m. on Saturday after- 
noons in the Oak Room (2nd floor), Kingsway Hall, Kingsway, 
London, W.C. 














RECENT PERIODICALS AND NEW BOOKS. 


Journal of the Statistical Society. 

Januaky, 1918. Vital Statistics as Affected by the War. Presi- 
dential address of Sir Bernarp Mater. Between August, 
1914, and June, 1917, there have been married 200,000 people , 
more than ordinarily, whereas in Hungary the number is less 
by 600,000. All the belligerents have suffered by decline of 
births: in the United Kingdom, equivalent to the loss of over 
six months’ normal births; in Germany, a loss of seventeen 
months’ births; in Hungary, of twenty-four months’ births. 
Equally interesting statistics are presented under the headings 
Illegitimate Births, Sex Ratio at Birth, Infant Mortality, Deaths, 
Overlaying of Infants, National Increase, ete. 

The Prospects of the World’s Food Supplies after the War. 
Sirk Henry Rew. There is ground for hoping that the quantity of 
bread-corn in the world will be sufficient to meet the world’s 
demand, that there will be meat enough to satisfy carnivorous 
Europe—assuming that the food can be shipped. 

On the Value of a Mean as Calculated from a Sample. 
Whereas if x is the mean value of a certain character in a 
population numbering N, the chance that the mean of a sample 
of size n should differ from # by as much as d is given by a 


; nm. a ur 
well-known formula, assuming that wv is negligible; it is shown 
4 


how this chance is altered if vis not neglected. 


On Life-tables. Professor R. E. Lehfeldt. 


The Quarterly Review. 


January, 1918. The Trade Corporation, Sir INGLIS PALGRAVE, 
F.R.S. The oldest authority on banks gives his blessing to 
the youngest institution of that class. Sir Inglis expects that 
there will be scope for the trade corporation in reviving our canals 
and fostering small local industries. He hopes that foreign 
industries will not be exclusively promoted by the new institu- 
tions. He regrets their connection with the Government. The 
required funds might be raised by premium bonds of £10 or 
£20 bearing a low interest, with the chance of a prize. 


Edinburgh Review. 


January, 1918. The Finance of the War. Tue Epiror. Mr. 
Lloyd George’s two war budgets and Mr. Bonar Law’s budget 
of this year imposed too little taxation. Mr. MeKenna mis- 
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managed the income-tax on wages. There is required “an 
expanded and carefully graduated income-tax levied upon the 
whole nation from the poorest to the richest, and . . . taxes upon 
every form of unnecessary or extravagant expenditure.”’ 


Nineteenth Century. 


Frsruary, 1912, The Conscription of Wealth. J. A. Marriott, 
M.P. A recent manifesto of the War Emergency Workers’ 
National Committee exhibits an unreasonable prejudice against 
capital—a survival, perhaps, of the provocation given by the 
old-time capitalist employer. Mr, Bonar Law is censured for 
not having pronounced more decisively against the conscription 
of wealth to pay off the National Debt after the war—a project 
more unfair and ruinous than a forced loan, which the Emer- 
gency Committee deprecates. 

Germany’s Financial Outlook. H. J. JENNINGS. 

Ways to Industrial Peace: (1) The Capitalisation of Labour. 
Ricot Hon. Str Witii1am Matuer. The workman’s capital 
consists in “putting into his work the spirit and push that he 
puts into piece-work, but with a much higher need of his 
responsibility.’’ This spirit would result in at least one-third 
more output. (2) The Commercialisation of Labour. Yves 
Guyot. The organisation of labour should be effected by joint- 
stock labour companies—co-operative societies without plant or 
working capital—whose function would be to negotiate and 
secure the execution of labour contracts. 


Fortnightly Review. 


JaNuARY, 1918. Wages, Prices, and Supplies. ARrcHIBALD Hurp. 
The Government have mismanaged money matters, and have 
not followed the writer’s advice about the supply of ships. 
Currency Inflation and the Cost of Living. Water Forp. 
Problems of Finance. Oswaup Stout. 

Fesruary, 1918. A Capital Levy. J. EK. ALLEN. Our huge war 
debt, which has led to the cry for a Capital Levy, is mainly due 
to the failure to impose taxation and to the enormous sums paid 
in wages. It is unjust that Labour, which has done most of 
the “ profiteering,’’ should impose the burden on the small class 
of property-owners. 


Contemporary Review. 


DeceMBER, 1917. Conscription of Wealth. Cooxr Taytor, M.P. 


Better Business.- 


NOVEMBER, 1917. The need for an Economic Institute in Dublin. 
G. D. Cummins. An institute on the lines of the Music Social 
in France and the Agricultural Institute at Rome is desiderated. 
The Rural Co-operative Movement in France. EPAMINoNDAS. 
Co-operative Fishing. A. J. MacG. A description of the Aran 
Co-operative Fishing Society flourishing at Kilmurvey. The 








ae ct ell Ae NO. 


aati by, 

















ie a nat Ma Naa, 


saree in cia 





1918} RECENT PERIODICALS AND NEW BOOKS 129 


members now receive more than double the prices for fish which 
they received two years ago. German Co-operators and the 
War. F. E. Marks. Extract from a German secretary's 
report. Co-operators and the Government. Cruise O’BRIEN. 
The political representation of co-operators formulated at the 
Co-operative Emergency Congress at Westminster is justified by 
the Government’s neglect of consumers’ interests and organisa- 
tions. ‘There is absolutely no case for regarding the savings 
of the C.W.S. or distributive societies as excess profits,’’ or 
profits in any relevant sense. 


The Bankers’ Magazine. 


JANUARY AND Fesruary. Monetary Policy. J.C. Smita. “In view 
of the great interest attaching to currency problems,’’ the editor 
gives publicity to these papers, though inclined to take exception 
to some passages. Perhaps the following was among them. “The 
only fair system for regulating prices is to fix all commodities, all 
rates of hire of capital and land.’’ 


Bengal Economic Journal. 


January, 1918. Recent Problems of Indian Currency and Ez- 
change. C. J. Hamitton. The recent crisis reveals defects in 
currency administration. The Transferability of Occupancy 
Holdings in Bengal. K. Muxkerser. The Early History of 
the Tea Industry in North-East India. Harotp H. Mann. 
The first tea good enough to send down to Calcutta, made in 
Assam, was produced in 1836. Government bore the expense 
of the experiment, which ultimately proved a commercial success. 


The Quarterly Journal of Economics (Cambridge, Mass.). 


Novemser, 1917. The War Tax Act of 1917. F. W. Taussic. A 
lucid analysis of the new taxes; among which the tax of 8 per 
cent. upon the excess of individual incomes over $6,000 is 
noticed as objectionable, subjecting the higher earned incomes 
to heavier taxation than property incomes of the same range. 

The Value of Money. A.C. Picov. A variant of Irving 
Fisher’s equation of exchange is proposed as a “more completely 
foolproof tool for holding together the complex causes affecting 
the value of money.’’ That the different symbols do not denote 
each a separate independent cause is pointed out in the course of 
useful lessons on the relations of supply to demand. 

The Concept of Normal Price in Value and Distribution. 
F. A. Knicut. Value Theories Applied to the Sugar Industry. 
Puiuie G. Wricat. The official reports about this industry 
afford remarkable verifications of the received theories as to 
increasing and decreasing returns, production on a large and 
small scale, varying costs, and economic rent. The Adjustment 
of Labour Disputes Incident to production for War in the United 
States. L. B. Westie. The Revenue System in Kentucky: A 
Study in State Finance. Anna YOUNGMAN. 


No. 109—von. xxvm. K 
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The American Economic Review (Cambridge, Mass.). 


DecemBer, 1917. The Law of Balanced Return. A. S. DEWING. 
A study on the function of the entrepreneur, with reference to 
factors of production and the law of decreasing returns. The 
Basis of War-time Collectivism. J. G. M. Cuark. Government 
should help employers to be more efficient producers of goods 
for the uses of society. Something like Taylor’s “ Scientific 
Management ’’ may have possibilities under an organisation more 
democratic than the present management. The War Revenue 
Act of 1917. R. G. Buaxey. The writer apprehends inflation, 4 
and recommends that heavier taxation should be adopted. 3 
Canadian War Finance. O. D. SKELTON. 


Journal of Political Economy (Chicago). 


November, 1917. Fundamental Factors in War Finance. FRank 
ANDERSON. Fundamental truths support a strong argument in 
favour of taxation rather than borrowing. Forms of taxation 
are suggested. Loans to the Allies guaranteed by Government 
are deprecated. 

Taxation versus Bond Issues for Financing the War. 
E. Dana Duranp. The surplus of current income is the prin- 
cipal source of funds for financing the war. “The idea that the 
burden of war expenditures can be deferred to future generations 
is the supreme fallacy of finance.’’ “If we could assure our- 
selves that the distribution of taxes after the war would be as 
just as .. , during the war, there would be little choice between 
taxation and borrowing ’’ (were it not for the danger of inflation). 
But after the war, the patriotism of the rich waning, it would be 
less possible to secure equitably progressive taxation. What 
would be a fair apportionment of burden is suggested with refer- 
ence to the distribution of American incomes. Assuming a 
fourth of the total national income to be required, it proves 
impossible to finance the war (1) through the contributions of ; 
the rich alone, (2) by an equal rate of contribution from all. i 
The rates should vary from 10 per cent. of small incomes to 75 per 
cent. of large. To levy so much by taxation need not dislocate 
business, if net income only is taxed. However, loans leave a 
convenient discretion to the contributor, and his “ psychology,’ 
affected with the aforesaid fallacy, makes them more acceptable. 
Industrial Conscription, H. G. Movutton. The twenty thou- 
sand million dollars worth of requisites of the war are to be 
obtained by transference of labour and enterprise from the pro- 
duction of luxuries, either through ordinary economic motives * 
(involving high prices as compensation for risk), or by com- 
mandeering labour after the example of Germany, France, and, 
latterly, England. The all-importance of time decides for the 
second plan; we cannot wait for public economising to force 
readjustment through the decline of profits. 

December, 1917. The Making of Rates for Workmen’s Compensa- 
tion Insurance. E. H. Downey. Social Value and the Theory 
of Money. Watrer Stewart. An exposition and criticism of 
Professor B. M. Anderson’s theory of the “social value”’ of 
money, The Surplus in Commercial Banking. Haroww G. 
Moutton. Profit in the United States. Boris Emer. 
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Political Science Quarterly (New York). 


DECEMBER, 1917. Social Welfare in Rate-making. R.T. Byz. The 
opportunity of promoting welfare by regulation of fares and rates 
is found to be less than in the case of some Government-owned 
public utilities in Europe. The Workmen’s Compensation 
Cases. T. R, Poweitt. An examination of some American 


legal decisions. 


Annals of the American Academy of Political and Social 
Science (Philadelphia). 


November, 1917. The World’s Food is the subject of this number. 
It leads off with an article on The World’s Food Supply, showing 
that Europe takes the lead in the production of the staple 
articles of food. International Rationing, it is maintained in 
another article, has come to stay. Food for the Allies forms 
a division of this subject, comprising The Food Problem of Great 
Britain, treated by ArtHur Potten. In the international 
arrangements for the distribution of food, which will be necessary 
for some years of the war, those who were the cause of the trouble 
should be served last. Food Utilisation and Conservation, Pro- 
duction and Marketing Plans for Next Year, Price Control, are 
the respective titles of three other parts. Under the last head 
the necessity for Government regulation of prices in war time is 
maintained. 

JANUARY, 1918. Financing the War is the subject of this number. 
A few only of the numerous important articles can be noticed 


here. 
Loans versus Taxes. E. RK. A. SELIGMAN. “Aggregate 


sacrifice or subjective cost constitutes the real burden of 
a war.’’ Objective costs are mostly borne at present (if 
we except deterioration of capital and strain of overwork). 
But subjective sacrifice may be diminished when part is trans- 
ferred to the future by credit. ‘Just as in private credit the 
aggregate burden of gradual repayment is less than the sacrifice 
involved in outright provision of the original amount, so in the case 
of public credit the social sacrifice involved . . . is less than the 
burden involved in providing the entire amount in a lump sum.’ 
The case for public credit is in some respects the stronger. 
Expenditure in a legitimate war is not wholly “ unproductive.’ 
The writer does not accept Prof. Durand’s argument in favour 
of taxes only (referred to above, p. 130), nor that of Prof. Pigou 
(referred to in the Economic JourNaL, Vol. XXVI., 1916). As 
to inflation, taxes as well as loans will occasion resort to bank 
credit. “Wars are always attended by inflation.’’ Taxation 
is inadequate to meet the entire expenditure. “If England were 
to tax the entire available social surplus through the highest 
possible income-tax and excess profits tax, the total revenue 
would be absurdly short of meeting the war expenditure.’’ If 
the taxes are so high as to discourage industry, they will obvi- 
ously dry up the source of future incomes and thus deplete . . 

the surplus which would otherwise be available for future loans.”’ 
The enthusiastic plan of financing the war “mainly, if not 
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entirely,’’ from taxation, and even the 55 per cent. programme 
are beyond the practicable. 

The Financial Situation. F. W. Taussic. “A general 
survey,’’ comparing the presumable expenditure for 1917-18, 
viz., nineteen thousand million dollars (£4,750,000,000), with the 
sources of revenue, more promising than in former exigencies. 
Sources still-unutilised are the taxation of prosperous workers 
and the broad distribution of public loans—minimising the evils 
of public debts. 

Borrowing as a Phase of War Financing. H.C. Apams. To 
assist the difficult readjustment of industry to war purposes is & 
function of “credit financiering.’’ It is proposed to issue bonds 
guaranteeing a certain return to producers of articles required 
for war purposes, ¢.g., farmers and factory owners. The guar- 
antee of wages also might be “covered by the use of public 
credit.’ Thus the immediate necessity for ready money col- 
lected by taxation would be reduced. 

Loans and Taxes in War Finance. O. M. Spracue. If the 
war was financed by taxes, civilian expenditure on luxuries— 
e.g., “pleasure automobiles’’ and “candy and soda fountain 
syrups ’’—diverting labour and materials from war purposes, 
would have been diminished. 

Do Government Loans Cause Inflation? J. H. HoLLaNnper. 
The inflation argument against war loans is “a melancholy 
example of scientific lapse,’’ ‘a mischief-making error’’ not 
verified by experience. The “fantastic possibility of financing 
the war without resort to loans’’ is out of the question. The 
choice is between borrowing, which will supply the nation’s 
needs from savings and new thrift, and “a mischievous mode of 
forced loan effected by the unchecked expansion of bank credit. 


L’ Egypte Contemporaire (Cairo). 


NovEMBER, 1917. Le régime douanier de l’Egypte et ses réformes 
possibles. E. Prana. An interesting study of the history of 
the Customs in Egypt, a criticism of the existing régime, and 
suggestions for its improvement after the war when it is freed 
from the trammels of Turkish tradition. Btude sur le Reforma- 
tion des délinquants d’habitude. M. CaLoyaNni. An examina- 
+ ry recidivism by one of the judges of the Mixed Court in 

ByPt. 


Journal des Economistes (Paris). 


NoveMBER, 1917, Les emprunts. Yves Guyor. L’emprunt fran- 
gais de 1917, A. Barrioy. Les mutilés de la guerre et la vie 
économique. A. L. Birrarp. 


DECEMBER, 1917. Le projet de budget de 1918. Yves Guyor. Le 
contréle des dépenses publiques en Angleterre. A. RAFFALOVICH, 


Giornale degli Economisti (Rome). 


NoveMBER, 1917. Sull’ aumento di mortalita dovuto alla guerra. 
P. P. CanrEtui. “Critical reflections on statistical methodo- 
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logy,’’ with especial reference to recent papers by L. HERscn, 
W. Nixon, and C, Gin1. 

DecemBer, 1917. Incidenza e pressione dei tributi sulle societa per 
azioni. B. Griziott1. Tavole di mortalita. G. Batpvucct. 


La Riforma Sociale (Turin). 


L’opera Sociologica e le. feste Giubilari di Vilfredo Pareto. G. 
Boreatta. The festival held last July at Lausanne to com- 
memorate Professor Pareto’s having occupied the chair of 
Walras for a quarter of a century was distinguished by the 
light thrown on Prof, Pareto’s last great work, Trattato di 
Sociologia (a philosophic treatise to which, unfortunately, it 
has not been possible in a merely economic journal to do 
justice). The analysis of the work, which formed the discourse 
of Professor Roguin, brings out some of the leading conceptions, 
such as the distinction between logical and non-logical actions, 
according as the means adopted are or are not “objectively ”’ 
directed to the end, the separation of social theories into (a) a 
non-logical instinctive element, and (b) a deductive element 
of which the function is to find reasons for (a). The value of 
this summary is enhanced by the comments of Professor 
Borgatta. 

Un problema del dopo guerra—I salari a premio. A. CaBIATI. 
The need of increased production after the war leads to the 
consideration of various methods of the scientific organisation 
of labour. 





NEW BOOKS. 


English. 


Corner (ALFRED). Mutual Aid in Food Production and Dis- 
tribution. London: Hadley. 1917. Pp. 86. 6d. 

{By means of association for mutual aid in the wholesale and retail trade 
the writer hopes that some 1,000 million sterling per annum may be saved.] 

Dawson (W. Harpvutt). Problems of the Peace. London: 
Allen and Unwin. 1917. Pp. 365. 7s. 6d. net, 

[The portion of this instructive work” which most concerns economists is 
that in which a commercial boycott of the Central Powers is deprecated.) 

EpGcewortH (F. Y.). Currency and Finance in Time of War. 
A Lecture. Oxford: Clarendon Press. 1917. Pp. 48. 1s. 


HENDERSON (ARTHUR), M.P. The Aims of Labour. London: 
Headley. Pp. 108. 

{Of special interest to the economist is the chapter headed ‘“‘No Economic 
Boycott.” In the interests of world peace the policy of the Paris Resolutions 
must be opposed.] 

Hovett (Mark). The Chartist Movement. Edited and com- 
pleted with a memoir by Professor T. F. Tout. Manchester: Uni- 
versity Press, 1918. Pp. 827. 

(The author was a scholar of great promise, who was killed in action, leaving 
this book unfinished. ] 

Krrkatpy (A. W.). Industry and Finance. War Expenditure 
and Reconstruction. Edited by-A. W. Kirkaldy. Published by 
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authority of the Council of the British Association. London: Pitman. 
1917. Pp. 871. 4s. 6d. 


[To be reviewed. ] 


Newton (A. P.). The Staple Trades of the Empire. By various 
writers. Edited by A. P. Newton. London: Dent. 1918. Pp. 184. 


2s. 6d. net. 
[One of the Imperial Studies Series, containing lectures delivered at the 
London School of Economics. Sir A. D. Maitland leads off with a lecture on 


Oils and Fats in the British Empire.] 

NicHotson (Proressor J. Sureup). War Finance. London: 
King. 1917. Pp. 471. 

[Reviewed above. ] 

SELFRIDGE (H. Gordon). The Romance of Commerce. London: 
J. Lane. 1918, Pp. 422. 

Smito (Jas. C.). Economic Reconstruction. London: King. 
1918. Pp. 23. 64d. 

SmitH-Gorpon (LIoNEL) and StapLEs (LavuRENCE). Rural Recon- 
struction in Ireland. With a preface by George W. Russell (A.E.). 
London: King. 1917. Pp. 279. 

[To be reviewed. ] 

Spatpinac (Wiuuiam F.). Eastern Exchange, Currency, and 
Finance. London: Pitman. Pp. 375. 10s. 6d. 


[The monetary systems of the principal Eastern countries are discussed. ] 


French. 


LAVERQUE (B.), L’union commerciale des alliés aprés la guerre. 
Hostilités douaniéres envers 1’Austro-Allemagne. Tarifs préférentiels 
entre Alliés. Paris: Alean. 1917. Pp. 77. 1.15 fr. 


[The writer accepts the resolutions of the Paris Conference, and goes further, 
recommending on protectionist as well as political grounds an economic blockade 


of Germany. ] 
American. 


Dunpar (C. F.), The Theory and History of Banking. Revised 
by O. M. Sprague. New York: Putnam. 1917. 

FILLEBROWN (C. B.). The Principles of Natural Taxation. 
Chicago: M’Clure. 1917. Pp. xx+281. $1.50. 

(The author, as usual, advocates the Single Tax.] 

JoHnson (Emory R.) and Metre (Trueman W. Van). Principles 
of Railroad Translation. New York: Appleton. 1916. Pp. xix+ 
619. $2.50. 

[The contents of this volume are very similar to that of Professor Johnson’s 
well-known American Railway Transportation; but the exact relationship is not 
indicated. ] 

Secrust (Horace). An Introduction to Statistical Methods. New 
York: The Macmillan Co. 1917. Pp. 482. 

Tryon (Rotxta M.). Household Manufactures in the United 
States 1640—1860. A Study in Industrial History. Chicago: The 
University Press. 1917. Pp. vii+418. $2. 


Italian. 
Brucoteri (8.). I resultati di un sindaccato semistatale, con 
prefazione di L. Einaudi. Rome. 1917. Pp. 81. 
SANTOPONTE (G.). Il mercato monetario e la guerra. Rome: 
Atheneum. 1917. Pp. 159. 
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